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INTRODUCTION 


By Hon. JoHn Bracken 


At the outset of my remarks I wish to express to the Dominion Govern- 
ment our appreciation of their action in appointing this Commission. 


It is now seventy years since the federal system of government was 
adopted in Canada. That system set up a certain division of responsibilities 
between the Dominion and Provincial governments, and a division of the 
fields of revenue. It is our opinion that the time is now long past due when, 
in the interests of the nation as a whole, a review of the relationships then set 
up should be made. In order that we may meet the changed conditions of today, 
including the altered conception of the responsibilities of government and 
the constitutional handicaps which now tie the nation’s hands in dealing with 
some of its major problems—in order that we may further promote the stability 
and progress of Canada, we believe it to be necessary not only that a review 
of the relations of each part to the whole be made, but also that a revision of 
the original set-up be recommended by this Commission and the necessary 
steps taken by the Dominion Government to make it effective. 


Before proceeding further I wish also to extend to the individual members 
of the Commission our sincere congratulations on their having been deemed 
worthy of appointment to this important task. There can hardly be found 
any greater opportunity to serve the Canadian nation than that which is 
yours today. It is an opportunity which carries with it what is probably the 
greatest challenge to Canadian statesmanship that has presented itself in this 
generation; a challenge that is not second in importance to that which faced 
the Fathers of Confederation over seventy years ago; one that carries with 
it a responsibility which Canadians are happy to believe has been placed upon 
capable shoulders. Speaking for the citizens of Manitoba, I may say that we 
look upon the members of this Commission as men especially well equipped 
by training, by temperament and by experience to carry out this great task 
in a manner befitting its importance and worthy of the best traditions of the 


British system of democratic government. 


PURPOSES OF THE COMMISSION 


The purposes of the Commission, we understand, are to discover the 
weaknesses of the existing governmental relationship and to make such 
recommendations as will remove all just causes of disaffection and all hin- 
drances to effective governmental action in dealing with the many problems 
now facing us. Among its chief purposes, it seems to us, is that of helping to 
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INTRODUCTION 


bring about not only a more united Canada but also a Canada in which all 
its people will have the consciousness, that insofar as the division of responsi- 
bilities under their governmental set-up is concerned, it is as equitable, as 
efficient and as just as it is possible for human minds to effect. 


If, as a result of your work, such a revision of Dominion-Provincial rela- 
tions can be made, or such a readjustment of Dominion-Provincial responsi- 
bilities effected as will accomplish this purpose, a long step forward will have 
been taken in strengthening the spirit of Canadian unity and in binding more 
closely together the different economic areas within the nation. If, following 
your report and subsequent action by the Dominion Government, all sub- 
stantial causes of friction are removed, a still further advance will have been 
made in the direction of establishing confidence on the part of all Canadians, 
wherever they may be domiciled, that this country means to assure to them 
in their instruments of government a means by which they may hope to 
achieve the greatest possible measure of political and social justice for all 
areas and all individuals. 


It is unnecessary here to recount in detail the conditions leading up to the 
appointment of this Commission. It will be sufficient for our purpose at this 
time to point out, that from the earliest years of Confederation, there has 
arisen in province after province protests of inequity and claims for adjustment, 
large numbers of which have been found on examination to be just complaints 
and many of which have been partially, or wholly, adjusted. The fact that the 
British North America Act has been amended several times in seventy years 
and the financial terms adjusted on many occasions is ample evidence that 
neither the division of responsibilities, as determined seventy years ago and 
interpreted since, nor all details of the wording of that Act should be con- 
sidered satisfactory for all time to come. If further evidence of this were 
needed, it is to be found in the preamble of the terms of reference in which 
the instructions to this Commission are set out and which may be summarized 
as follows: 


TERMS OF REFERENCE 


(1) That it has been found necessary by Dominion and_ Provincial 
Governments, in the public interest, to accept responsibilities and 
to extend governmental services not foreseen at the time of Con- 
federation; 


(2) That the magnitude of these responsibilities demands efficiency in 
administrative organization and the wisest possible division of 
powers and functions between the respective governments; 


(3) That the public interest may be adversely affected by lack of a clear 
division of powers and responsibilities between the central and 
provincial governments and that public expenditures are increased 
by the overlapping and duplication of services; 
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That the provincial governments have represented that the constitu- 
tional responsibilities placed upon them by Confederation cannot 
be met by the limited sources of revenue within their jurisdiction 
and that either the constitutional responsibilities must be reduced, 
or new revenue sources made available, or adjustments made in both 
these directions; 


That the provincial governments have represented on behalf of 
municipal governments that the responsibilities of the latter are too 
great for their resources of revenue and more particularly that the 
undue burden placed on real estate by municipal taxes is retarding 
economic recovery; and 


That unless appropriate action is taken the constitutional set-up 
as it now exists will not satisfactorily meet the needs of today without 
subjecting Canada’s governmental structure to undue strains and 
stresses. 


From these submissions by the Prime Minister, it is obvious that there 
has developed a general recognition of the necessity, in the national interest, of 
a re-examination of Dominion-Provincial relations. 


The federal cabinet, in the light of these representations, has recommended 
that certain things be done, and these recommendations form the basis of your 
instructions. They may be summarized as follows: 


(1) 


(2) 


(3) 


That there should be a re-examination of the economic and financial 
basis of Confederation, and of the distribution of legislative powers in 
the light of the economic and social developments of the last seventy 
years; 


That for this purpose a Commission of five outstanding Canadian 
citizens be appointed; 


That these Commissioners, without limiting the general scope of 

their inquiry, be instructed: 

1. (a) To examine the distribution of revenue sources and govern- 
mental burdens as between the Dominion and Provincial 
governments; 


(b) The past results of such relationship; and 
(c) The suitability of that relationship to present and probable 
future conditions; 


2. To investigate the taxation set-up in Canada with a view to 
determining its efficiency and its equity as between the different 
governmental institutions, and their legal and constitutional 
limitations and the financial and economic conditions that exist; 
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INTRODUCTION 


3. After examination of the public expenditures and public debts in 
general, to determine two things: 


(a) Whether the division of governmental responsibilities is 
equitable and conducive to efficient administration; and 


(b) The ability of the Dominion and Provincial governments to 
discharge their responsibilities within the present allocation 
of functions and powers or on the basis of some other alloca- 
tion thereof; 


4. To investigate Dominion subsidies and grants to provincial 
governments. 


At the same time, the Dominion cabinet further instructed the Commis- 
sloners substantially as follows: 


(1) To consider and report upon the facts disclosed by their investiga- 
tions; 


(2) To express what, in their opinion, within a federal system which 
takes cognizance of national needs and the necessity of national 
unity, would best effect a balanced relationship between the responsi- 
bilities and revenues of each governing body. 


These, then, are the instructions from the Government of Canada to you 
as members of this Royal Commission. These instructions are not narrow. 
As we read them, they leave open to you for investigation, with no restrictions 
whatever, the whole field of Dominion-Provincial relationships in Canada, not 
excluding the problems of the municipalities and school districts, which are 
part of the machinery of the provincial governments. 


REPRESENTATIONS BY PROVINCES 


In your study of the problems that have been given you, you have planned 
to meet the different provincial governments in Canada and such other 
organizations as may wish to make representations to you. We understand 
that, after visiting all provinces and receiving their representations, you 
then plan to meet in Ottawa to review in greater detail the representations 
that have been made, and if deemed advisable to have them supplemented by 
further evidence. 


You have paid the Province of Manitoba the compliment of asking to 
hear our representations first. In what we shall have to say we shall speak as 
Canadians, not as sectionalists. What we shall say we shall say as Canadian 
citizens who happen to live in this part of Canada. What we shall say will be 
said because it needs saying in the interests of Canada as well as of Manitoba. 
We shall try not to over-state nor yet to under-state the facts as they exist. 
We shall make our presentation not as mendicants seeking favours, but as 
Canadian citizens seeking equity. We shall necessarily speak frankly concerning 
certain federal policies which in the West are working against the best interests 
of Canada as a whole. We shall ask that certain burdens and disabilities which 
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now bear inequitably upon Canadians in this part of Canada be either removed 
or adjusted. In doing so we shall expect no more than even-handed justice. 
We shall ask for no more and as long as we have confidence in the nation’s 
sense of justice we shall expect no less. 


In presenting our case we shall feel that we are not less Canadian in spirit 
or in reality if we show that the economic picture which Canada, not intention- 
ally but nevertheless actually, has permitted to be drawn across this section 
of the Dominion is not just to those Canadians who happen to live here and 
is not in the interests of Canada as a whole. 


As to the specific proposals we shall present for your consideration, we 
ask only that they be accepted if they stand the test of the most critical 
analysis. If on examination they meet with substantial approval on your 
part, we trust they will be found acceptable by the Parliament of Canada and 
that they will be implemented by the necessary Parliamentary action. 


MeEtTHop or PRESENTATION 


Since you are here to consider the problems arising out of Dominion- 
Provincial constitutional relations, it is first necessary to state what these 
relations are and what they have been interpreted to be. The next part of our 
presentation will, therefore, be a statement setting out ‘““The Constitutional 
Relations of the Dominion and the Provinces,”’ as we see those relations in 
the light of the constitution itself, the judicial interpretations of the con- 
stitution and the practices which now obtain under it. In this presentation, 
among other things, it will be shown that certain wide responsibilities and 
powers were given to the central government at the time of Confederation. 


In the third and fourth parts we shall show that some of these powers 
have been exercised in a way that has been to the great disadvantage of this 
part of Canada. Specifically, we refer to the effects of federal monetary policy 
and federal tariff policy upon the prosperity of Manitoba and the West. 


From the facts presented in these last mentioned parts of our submission, 
and from other facts, it will be apparent that the major problem facing Mani- 
toba people and Western people generally is that of reduced incomes. We 
shall, therefore, in the fifth part of our case, present a detailed analysis of 
“The Effects of Declining Income.”’ 


This will be followed by a statement of “The Financial Problems of 
Municipalities and School Districts”? and this by an “Analysis of Manitoba's 
Treasury Problem.” 


We shall then present a summary of our case together with certain general 
and specific recommendations. It will be succeeded by such amplification of 
our proposals as we trust will make clear to the Commission the import and 


effect of these suggested remedies. 
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INTRODUCTION 


In addition to the case presented by the provincial government, repre- 
sentations will be made by the municipalities of Manitoba, including the 
City of Winnipeg, the suburban municipalities and the rural municipalities. 
We also understand the Manitoba School Trustees’ Association, the Manitoba 
Teachers’ Association, the Home Owners’ Association and possibly others 
desire to be heard. 


Before proceeding with these submissions, I wish to express to the indi- 
vidual members of the Commission and particularly to the Chairman and the 
Secretary, our appreciation of the consideration they have shown us in making 
their plans for this hearing and the co-operation they have given in matters 
connected with the preparation of our brief. Needless to say, we shall rest our 
case wholly on such grounds of economic and social justice as we trust will 
appeal to all sections of Canada and not to Western Canada alone. In any 
case, we feel that the reeommendations of this Commission, whether favourable 
to all our proposals or otherwise, will be the best decisions that unbiased 
and well-qualified judgment can produce. 
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PART II 


THE CONSTITUTIONAL RELATIONS OF THE DOMINION 
AND THE PROVINCES 


The Government of Manitoba feels that the situation at present existing 
relative to the constitution of Canada is intimately bound up with the import- 
ant matters to be considered by this Commission. Hence the Government of 
Manitoba has thought it expedient to present this paper on the constitution 
of Canada. By so doing it hopes to show inter alia the change which has taken 
place in the conception of the extent of the powers and responsibilities of the 
provinces under the constitution of Canada as interpreted by the courts, 
without any corresponding change in the revenues necessary to discharge 
such responsibilities or in the power to raise such revenues. 


It seems advisable to discuss the matter under two headings, viz.: 


1. The interpretation placed upon the constitution, chiefly in so far as it relates 
to the distribution of legislative powers between the Dominion and the provinces. 


2. The amendment of the constitution. 


Obviously these two headings are interrelated. 


If the interpretation placed by the courts on the constitution results in 
onerous responsibilities being imposed on the various provinces of Canada 
which could not have been contemplated by the Fathers of the Constitution, 
then the constitution should be amended so as to ease such responsibilities. 
If at present there is no satisfactory method of amending the constitution, 
then the responsibilities and resulting disabilities are only accentuated and 


intensified. 


The constitution of Canada consists of the British North America Act, 
1867, and its amendments, modified and affected ‘“‘by the silent operation of 
constitutional principles,’’* by the rules of English constitutional law, and by 
the usages and conventions which have grown up in the course of the develop- 
ment of English political institutions. Generally speaking, however, the 
constitution of Canada and the British North America Act, 1867, are treated 
as one and synonymous, and they will be so considered in this section. 


First in order we shall consider the interpretation of the constitution of 
Canada, chiefly in so far as it relates to the distribution of legislative powers 
between the Dominion and the provinces. In succeeding sections of Manitoba’s 
submission we shall present cogent testimony to the fact that the constitution 


*See 14 Appeal Cases at p. 293. 
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CONSTITUTIONAL RELATIONS 


of Canada as it stands to-day, after some seventy years of interpretation, does 
not enable the various jurisdictions in Canada to solve effectively the many 
pressing national problems now confronting the people of Canada. 


ORIGIN AND DEVELOPMENT OF THE BRITISH 
NORTH AMERICA ACT, 1867 


Before setting out the leading points in the interpretation of the con- 
stitution of Canada, it is advisable, for a better understanding of the situation, 
to trace the development of the British North America Act, 1867, from its 
origin. By so doing we may determine how far the interpretation placed by 
the courts on the Act harmonizes with the expressed intentions of those 
responsible for it. Accordingly, it is advisable first to examine the original 
agreement of 1867 and the proceedings leading to it in regard to the manner 
in which legislative powers were to be distributed between the Dominion 
and the provinces. It may be said with substantial accuracy that from the 
year 1850 the idea of confederation was in the mind of every public man in 
Canada. Lord Durham had said in his report that the objects sought by the 
Act of 1841 would perhaps be better attained by extending legislative union 
over all the British provinces in North America. On September 1, 1864, 
delegates from Nova Scotia, New Brunswick, Prince Edward Island, and 
Newfoundland met at Charlottetown, Prince Edward Island, for the purpose 
of discussing the expediency and practicability of a union of these maritime 
provinces of British North America. 


In the United Provinces of Upper and Lower Canada a coalition govern- 
ment was in existence at the time when the Charlottetown Conference was in 
session. This coalition government had as its chief aim the union of all the 
provinces of British North America. The government of the United Provinces 
therefore sent a deputation to confer with the delegations from the maritime 
‘provinces. The joint delegations met at Charlottetown on September 2, 1864, 
and subsequently at Halifax, Nova Scotia, and Saint John, New Brunswick. 
On October 10, 1864, as a result of an invitation from the government of the 
United Provinces of Upper and Lower Canada, delegates from Nova Scotia, 
New Brunswick, Prince Edward Island, Newfoundland, and Canada met at 
the city of Quebec to consider the question of the larger scheme of a general 


union or federation. 


The conference at Quebec continued its sessions until October 29. At this 
conference some 72 resolutions were adopted which were intended to serve 
as the basis of the proposed federation of the provinces of British North 
America. These are frequently referred to as the Quebec Resolutions. Resolu- 
tion 70 of the Quebec Conference refers to obtaining the sanction of the 
Imperial Parliament for the union of the provinces on the principles adopted 
by the conference. Accordingly, on December 4, 1866, delegates from the 
United Provinces of Upper and Lower Canada, New Brunswick, and Nova 
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CONSTITUTIONAL RELATIONS 


Scotia met at London, England, in order to confer with and to discuss their 
problems with the British Government. The conference at London has been 
described as a conference of give and take as regards the final discussions 
which were held between the Imperial Government and the delegates who 
went there to represent the provinces of Canada. The resolutions adopted at 
the London Conference are frequently referred to as the London Resolutions. 


INTERPRETATION OF THE CONSTITUTION 
INTRODUCTION 


_ The constitution of Canada, like that of any country, has to be interpreted 
in order that its meaning may be ascertained. The matter of interpretation is 
a duty assigned to our courts. For Canada the final tribunal in matters of 
interpretation is the Judicial Committee of the Privy Council. One of the 
prominent members of the present Judiciary of the United States, when he 
occupied an executive and administrative office some years ago, expressed the 
view that the constitution of that country “‘is what the judges say it is.”’ The 
same may be said of the constitution of Canada. 


The truth is that words by themselves have no absolute and fixed meaning. 
The meaning of words is always that which is impressed upon them by the 
minds through which they pass. The permanence of the words does not mean 
the permanence of the law. Hence it is important to observe that the meaning 
of the constitution of Canada is not to be found in the bare language of the 
British North America Act of 1867 alone, but in the interpretation placed 
upon it by the courts and chiefly by the Judicial Committee of the Privy 
Council. 


The intention of the delegates who met at Quebec in 1864, the authors 
and founders of our constitution (referred to as the Fathers of Confederation), 
who worked in the light of the conditions which existed 70 years ago, may 
be found in: 


1. The proceedings of the Charlottetown Conference of 1864, of which no 
official record appears to have been published. 

2. The 72 Resolutions adopted at the Quebec Conference of 1864. 

3. The 69 Resolutions adopted at the conference in London, England, in 1866. 

4. The discussions relative to the above in the various legislatures and con- 


ferences. 


The first two Resolutions of the Quebec Conference and of the London 
Conference are substantially the same. They are as follows: 


1. The best interests and present and future prosperity of British North America 
will be promoted by a Federal Union under the Crown of Great Britain, provided 
such union can be effected on principles just to the several provinces. 

9. In the Federation of the British North American Provinces the system of 
government best adapted under existing circumstances to protect the diversified 
interests of the several provinces, and secure efficiency, harmony, and permanency 
in the working of the union, would be a general government charged with matters 
of common interest to the whole country, and local governments for each of the Canadas 
and for the provinces of Nova Scotia, New Brunswick, and Prince Edward Island, 
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charged with the control of local matters in their respective sections, provision being 
made for the admission into the union on equitable terms of Newfoundland, the 
North-West Territory, British Columbia, and Vancouver. 


Resolution 29 of the Quebec Conference, which formed the basis of 
Section 91 of the constitution, is as follows: 


29. 


The General Parliament shall have power to make laws for the peace, 


welfare and good government of the Federated Provinces (saving the Sovereignty 
of England), and especially laws respecting the following subjects: 


The 
9 


Q0 2D Oe 


The public debt and property. 

The regulation of trade and commerce. 

The imposition or regulation of duties, of customs on imports and exports, 
except on exports of timber, logs, masts, spars, deals, and sawn lumber, 
and of coal and other minerals. 
The imposition and regulation of excise duties. 

The raising of money by all or any other modes or systems of taxation. 
The borrowing of money on the public credit. 

Postal service. 

Lines of steam or other ships, railways, canals, and other works, connecting 
any two or more of the provinces together, or extending beyond the limits 
of any province. 

Lines of steamships between the federated provinces and other countries. 
Telegraphic communication and the incorporation of telegraph companies. 
All such works as shall, although lying wholly within any province, be 
specially declared by the acts authorizing them to be for the general advan- 
tage. 


. The census. 


Militia—military and naval service and defence. 


. Beacons, buoys, and lighthouses. 
. Navigation and shipping. 
. Quarantine. 


Sea coast and inland fisheries. 
Ferries between any province and a foreign country, or between any two 


provinces. 


. Currency and coinage. 

. Banking, incorporation of banks, and the issue of paper money. 
. Savings banks. 

. Weights and measures. 

. Bills of exchange and promissory notes. 

. Interest. 

. Legal tender. 

. Bankruptcy and insolvency. 

. Patents of invention and discovery. 

. Copyrights. 


Indians and lands reserved for the Indians. 
Naturalization and aliens. 


. Marriage and divorce. ae 55 7! 
. The Criminal law, excepting the constitution of courts of criminal juris- 


diction, but including the procedure in criminal matters. alae 
Rendering uniform all or any of the laws relative to property and civil 
rights in Upper Canada, Nova Scotia, New Brunswick, Newfoundland, 
and Prince Edward Island, and rendering uniform the procedure of all or 
any of the courts in these provinces; but any statute for this purpose shall 
have no force or authority in any province until sanctioned by the legis- 


lature thereof. 
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34. The establishment of a General Court of Appeal for the Federated Provinces. 

35. Immigration. 

36. Agriculture. 

37. And generally respecting all matters of a general character, not specially 
and exclusively reserved for the Local Governments and Legislatures. 


Resolution 43 of the Quebec Conference, which formed the basis of 
Section 92 of the constitution, is as follows: 


_ 48. The local legislatures shall have power to make laws respecting the follow- 
ing subjects: 

1. Direct taxation and the imposition of duties on the export of timber, logs, 
masts, spars, deals, and sawn lumber, and of coals and other minerals. 
Borrowing money on the credit of the province. 

The establishment and tenure of local offices and the appointment and 
payment of local officers. 
Agriculture. 
Immigration. 
Education, saving the rights and privileges which the Protestant or Catholic 
minority in both Canadas may possess as to their denominational schools 
at the time when the Union goes into operation. 
7. The sale and management of public lands, excepting lands belonging to the 
General Government. 
8. Sea coast and inland fisheries. 
9. The establishment, maintenance, and management of penitentiaries, and 
of public and reformatory prisons. 
10. The establishment, maintenance, and management of hospitals, asylums, 
charities, and eleemosynary institutions. 
11. Municipal institutions. 
12. Shop, saloon, tavern, auctioneer, and other licenses. 
13. Local works. 
14. The incorporation of private or local companies, except such as relate to 
matters assigned to the General Parliament. 
15. Property and civil rights, excepting those portions thereof assigned to the 
General Parliament. 
16. Inflicting punishment by fine, penalties, imprisonment, or otherwise for 
the breach of laws passed in relation to any subject within their jurisdiction. 
17. The administration of justice, including the constitution, maintenance, and 
organization of the courts, both of civil and criminal jurisdiction, and 
including also the procedure in civil matters. 
18. And generally all matters of a private or local nature, not assigned to the 
General Parliament. 

Generally speaking, the intention of the Fathers of Confederation was to 
give to the Parliament of Canada jurisdiction relative to all the great subjects 
of legislation and all matters of national importance, of common interest to 
the whole country, and to give the legislatures of the provinces jurisdiction 
relative to matters of local importance. This is declared explicitly by Resolution 
2 of said Quebec Resolutions. The Fathers of Confederation who spoke on 
the matter of the distribution of legislative powers in the proposed federal 
union emphasized this matter of national importance and local importance, 
of general government and local government, etc. In the discussions in the 
Conference at Quebec on October 11, 1864, Honourable Attorney-General 
Macdonald (later Sir John A. Macdonald), who 1s referred to as the Chief 
Architect of Confederation, said as follows: 
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The various States of the adjoining Republic had always acted as separate 
sovereignties. The New England States, New York State and the Southern States 
had no sympathies in common. They were thirteen individual sovereignties, quite 
distinct the one from the other. The primary error at the formation of their consti- 
tution was that each state reserved to itself all sovereign rights, save the small 
portion delegated. We must reverse this process by strengthening the General 
Government and conferring on the Provincial bodies only such powers as may be 
required for local purposes. All sectional prejudices and interests can be legislated 
for by local legislatures. 


There is recorded an incident that occurred on the evening of Monday, 
October 24, 1864, during one of the sessions of the Quebec Conference. 
Honourable Mr. Mowat had introduced a motion respecting the powers of 
the local legislatures. It was moved by Honourable Mr. Coles, of Prince 
Edward Island, in amendment to the motion of Honourable Mr. Mowat: 
“That the Local Legislatures shall have power to make all laws not given by 
this Conference to the General Legislature expressly.’> The question of con- 
‘currence being put on the amendment, the same was unanimously resolved 
in the negative. This seems to establish quite clearly that all the delegates at 
the Quebec Conference were agreed that the general legislature was not to 
be bound by a specific list of enumerated powers, but was to have the residue 
of legislative capacity over and above such enumerated powers. 


Then it is interesting to record certain passages in the speeches of some 
of the Fathers of Confederation in the debates on confederation in the Parlia- 
ment of the United Provinces of Upper and Lower Canada in 1865. Honourable 
Attorney-General Macdonald (later Sir John A. Macdonald) said as follows: 


In the proposed Constitution all matters of general interest are to be dealt with 
by the General Legislature; while the local legislatures will deal with matters of 
local interest, which do not affect the Confederation as a whole, but are of the greatest 
importance to their particular sections. . 

The Conference having come to the conclusion that a legislative union, pure and 
simple, was imprac’icable, our next attempt was to form a government upon federal 
principles, which would give to the General Government the strength of a legislative 
and administrative union, while at the same time it preserved that liberty of action 
for the different sections which is allowed by a Federal Union. . 

They (the United States) commenced, in fact, at the wrong end. They declared 
by their Constitution that each state was a sovereignty in itself, and that all the powers 
incident to a sovereignty belonged to each state, except those powers which, by the 
Constitution, were conferred upon the General Government and Congress. Here 
we have adopted a different system. We have strengthened the General Government. 
We have given the General Legislature all the great subjects of legislation. We have 
conferred on them, not only specifically and in detail, all the powers which are 
incident to sovereignty, but we have expressly declared that all subjects of general 
interest not distinctly and exclusively conferred upon the local governments and 
local legislatures, shall be conferred upon the General Government and Legislature. 
We have thus avoided that great source of weakness which has been the cause of the 
disruption of the United States. We have avoided all conflict of jurisdiction and 
authority, and if this Constitution is carried out, as It will be in full detail in the 
Imperial Act to be passed if the colonies adopt the scheme, we will have in fact, as I 
said before, all the advantages of a legislative union under one administration, with, 
at the same time the guarantees for local institutions and for local laws, which are 
insisted upon by so many in the provinces now, I hope, to be united. . . . 
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CONSTITUTIONAL RELATIONS 


. . . but any honorable member on examining the list of different subjects which 
are to be assigned to the General and Local Legislatures respectively, will see that 
all the great questions which affect the general interests of the Confederacy as a whole 
are confided to the Federal Parliament, while the local interests and local laws of 
each section are preserved intact, and entrusted to the care of the local bodies. . 


It will be seen that the local legislatures have the control of all local works; and 
it is a matter of great importance, and one of the chief advantages of the Federal 
Union and of local legislatures, that each province will have the power and means 
of developing its own resources and aiding its own progress after its own fashion 
and in its own way. Therefore all the local improvements, all local enterprises or 
undertakings of any kind, have been left to the care and management of the local 
legislatures of each province. . 


Besides all the powers that are specifically given the 37th and last item of this 
portion of the Constitution confers on the General Legislature the general mass of 
sovereign legislation, the power to legislate on “all matters of a general character, 
not specially and exclusively reserved for the local governments and legislatures.” 
This is precisely the provision which is wanting in the Constitution of the United 
States. It is here that we find the weakness of the American system—the point where 
the American Constitution breaks down. It is in itself a wise and necessary provision. 
We thereby strengthen the Central Parliament, and make the Confederation one 
people and one government, instead of five peoples and five governments, with 
merely a point of authority connecting us to a limited and insufficient extent. With 
respect to the local governments, it is provided that each shall be governed by a 
chief executive officer, who shall be nominated by the General Government. As this 
is to be one united province, with the local governments and legislatures subordinate 
to the General Government and Legislature, it is obvious that the chief executive 
officer in each of the provinces must be subordinate as well. . . . 


The true principle of a confederation lay in giving to the General Government 
all the principles and powers of sovereignty, and that the subordinate or individual 
states should have no powers but those expressly bestowed on them. We should thus 
have a powerful Central Government, a powerful Central Legislature, and a decentral- 
ized system of minor legislatures for local purposes. 


Sir George Cartier stated that: 

Under the Federation system, granting to the control of the General Government 
these large questions of general interest in which the differences of race or religion had 
no place, it could not be pretended that the rights of either race or religion could 
be invaded at all. 


Honourable Mr. Galt (later Sir A. T. Galt) stated that: 


.. . we may well doubt whether the aggregate charge will be greater for the 
General Government, caring for the general interests of the whole, and for the local 
governments, attending merely to the local business of each section, we may well 
doubt, I say, whether that expense will be greater, in any considerable degree, than 
that which is required for our Government under the present system. On the one 
hand we shall be free from the empty parade of small Courts entailed by our present 
system on each of these provinces, keeping up a pretence of regal show when the 
reality is wanting; we shall have the legislation of the General Government restricted 
to those great questions which may properly occupy the attention. of the first men 
in the country; we shall not have our time frittered away in considering the merits 
of petty local bills, and therefore we may reasonably hope that the expenses of the 
General Legislature will be considerably less than even those of the Legislature of 
Canada at the present moment—while, on the other hand, the local legislatures 
having to deal rather with municipal than great general questions, will be able to 
dispose of them in a manner more satisfactory to the people, and at infinitely less 


expense than now. 
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CONSTITUTIONAL RELATIONS 


Honourable D’Arcy McGee stated that: 


The principle of Federation is a generous principle. It is a principle that gives 
men local duties to discharge, and invests them at the same time with general super- 
vision, that excites a healthy sense of responsibility and comprehension. It is a 
principle that has produced a wise and true spirit of statesmanship in all countries 
in which it has ever been applied. It is a principle eminently favorable to liberty, 
because local affairs are left to be dealt with by local bodies and cannot be interfered 
with by those who have no local interest in them, while matters of a general charac- 
ter are left exclusively to a general government. 


Honourable L. A. Olivier stated that: 


The powers of the Federal Government will be in reality unlimited. The fact 
of the enumeration of these thirty-seven heads does not in the least restrain the 
power of the Federal Government from legislating on everything. The exceptions are 
few. 


Finally, one may quote the words used by Lord Carnarvon when intro- 
ducing the British North America Act, 1867, in the Imperial Parliament: 

The real object which we have in view is to give to the central government those 

high functions and almost sovereign powers by which general principles and uniform- 

ity of legislation may be secured in those questions that are of common import to all 

the provinces; and at the same time to retain for each province so ample a measure 

of municipal liberty and self-government as will allow and indeed compel them to 
exercise those local powers which they can exercise with great advantage to the 
community. ... In closing my observations upon the distribution of powers, I ought 

to point out that, just as the authority of the central parliament will prevail when- 
ever it may come into conflict with the local legislatures, so the residue of legislation, 

if any, unprovided for in the specific classification which I have explained, will belong 

to the central body. It will be seen, under the ninety-first clause, that the classi- 
fication is not intended to ‘restrict the generality’ of the powers previously given 

to the central parliament, and that those powers extend to all laws made ‘for the 
peace, order, and good government’ of the confederation—terms which, according 

to all precedent, will, I understand, carry with them an ample measure of legislative 


authority. 


The language used throughout the discussions and in the Quebec and 
London Resolutions would seem to afford abundant confirmation of the 
principle that all matters of national importance “of common import to all 
the provinces,” pertaining to the general interest of the whole were the respon- 
sibility of the Parliament of Canada, while all matters of merely local import- 
ance in each province were to be under provincial control. 


The British North America Act, 1867, which was drafted in London and 
which became law on July 1, 1867, was an effort to give legal expression to 
the resolutions which had already been adopted. Considerable has been 
written on the matter of how far the British North America Act, 1867, harmon- 
ized with the Resolutions which preceded it. It can be said with some accuracy, 
however, that the Resolutions formed the basis of the Act as passed. 


We will now turn to the British North America Act, 1867, and as far as 
possible ascertain its intention from the language used. Sections 91 and 92 
of the said Act are of the greatest importance relative to the matters now 


before us and are as follows: 


as 
"Pr Aah ee 


rs ' 
be 
B - 
™ Tit ; 
-; 
“44 
i | 
71 
- 
by ; 
vit 
pik) 4} ‘ 
4 (Tilie 
i 
ae | 4 Mh) 
fu 


BE Hieber diwe, deidintl wld pd } na) 


Y ahruisy % ih 
Ati in coaekt ae oe 
fpest pa iy Onsite, Vi ie j , 
prvi esta oe eeeitate 
hegenanes FAY chotlqua pas tas » 
ta Fw Desks ort ot shal wae erinthe fy 
rivet | ‘ ay ed Faron nt ered oly ; 

iti ren, jae ty ut Viviane Vs 


stn? toda te win ihe <F-ahfanwon 
aver vers) Latnlvt aut Yor Arw og eo ee 


4 fare paedt s nett Vie boing Bg oid | 7 


oad tremenier Dace - 


4 eit Pewee Mt ary athe » beth thet je wba 
es, tod Ova dei leifixeh ot ge oul 


yn iEiite ttle inn odT Se Ps 


Ts 1, von hedtale beg esrogdenuties git : 

Mt dt) entre pare HO roiialetyal oh 

Jeri ob-ofend dense all? te hime Seneite oth ‘4, 7 
bes aden laqiviniat to ws 


4 i} ty “wowed bral Seay evs nad 7 


is ‘TN wari et... . giuwermy ~ 
pall wa Ht) dans tie orlony at > ui - 
- 
us th oy 
a 


ive puted eli ened “hit nit 
aie 
_ 


qed abet ly baivacvacqse 

oh tiger 42 Shot, hegised 

nivtait' of bobastal tom abe 

; rica Ae ind) ine Jon pan Ea 

fipvaloy, Sf we Veet Ans} tie ay. OO ott ay crea HW 
liww ven vad vous X sapenaaioet rl 
ee, 


nf Tata 


_ 


ete ily. ait 1 winanerit pai ; ates 

‘ita P win od .q@is%o4 bluew arte inet ie 
i Ti ; en i [eames ty it te mobinn Ta: anh tert 

t decd ni yates wh a) gulttind ey’ 

‘ Ns dlaiba ebamei.? lo tauaified od a 
Laoniom wha pdob oew- sonivorg: owe yi 


a thpell 6 4 OBE jk 0 ankoeridird Ss fu 
4, oth we er FOAL I vil oes a siti ty ‘ 
iyeteqole aad Ssbnvalis aa RW 
wih abe 4. caytineh ods <H1 i if hy 
sae coed angla U tt pbiaeny doidye aie 
GF staat) ont boners? eit mt ah As ts 
‘ay aye ehh min) apiinsisd aiatateoes ¢ 


ve nibet asad epi be oT ms md 
| age *"* 


a = ae 


su 
A 6 


a 


CONSTITUTIONAL RELATIONS 


POWERS OF THE PARLIAMENT 


91. It shall be lawful for the Queen, by and with the advice and consent of the 
Senate and House of Commons, to make laws for the peace, order, and good govern- 
ment of Canada, in relation to all matters not coming within the classes of subjects 
by this Act assigned exclusively to the Legislatures of the Provinces, and for greater 
certainty, but not so as to restrict the generality of the foregoing terms of this section, 
it is hereby declared that (notwithstanding anything in this Act) the exclusive 
legislative authority of the Parliament of Canada extends to all matters coming 
within the classes of subjects next hereinafter enumerated; that is to say: 


1. The public debt and property. 

2. The regulation of trade and commerce. 

3. The raising of money by any mode or system of taxation. 

4. The borrowing of money on the public credit. 

5. Postal service. 

6. The census and statistics. 

7. Militia, military, and naval service, and defence. 

8. The fixing of and providing for the salaries and allowances of civil and 
other officers of the government of Canada. 

9. Beacons, buoys, lighthouses, and Sable Island. 

10. Navigation and shipping. 

11. Quarantine and the establishment and maintenance of marine hospitals. 

12. Sea coast and inland fisheries. 

13. Ferries between a province and any British or foreign country or between 
two provinces. 

14. Currency and coinage. 

15. Banking, incorporation of banks, and the issue of paper currency. 

16. Savings banks. 

17. Weights and measures. 

18. Bills of exchange and promissory notes. 

19. Interest. 

20. Legal tender. 

21. Bankruptcy and insolvency. 

22. Patents of invention and discovery. 

23. Copyrights. 

24. Indians and lands reserved for the Indians. 

25. Naturalization and aliens. 

26. Marriage and divorce. 

27. The criminal law, except the constitution of courts of criminal jurisdiction, 
but including the procedure in criminal matters. 

28. The establishment, maintenance, and management of penitentiaries. 

29. Such classes of subjects as are expressly excepted in the enumeration of the 
classes of subjects by this Act assigned exclusively to the legislatures of the 
provinces. aa 

And any matter coming within any of the classes of subjects enumerated in this 
section shall not be deemed to come within the class of matters of a local 
or private nature comprised in the enumeration of the classes of subjects 
by this Act assigned exclusively to the legislatures of the provinces. 


ExcuustvE Powers or PROVINCIAL LEGISLATURES 


92. In each Province the Legislature may exclusively make laws in relation 
to matters coming within the classes of subjects next hereinafter enumerated; that 
is to say: 

1. The amendment from time to time, notwithstanding anything in this Act, 
of the Constitution of the Province, except as regards the office of 
Lieutenant-Governor. 
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CONSTITUTIONAL RELATIONS 


Sa Salad Bes hs 


10. 


16. 


Direct taxation within the province in order to the raising of a revenue for 

provincial purposes. 

The borrowing of money on the sole credit of the province. 

The establishment and tenure of provincial offices and the appointment 

and payment of provincial officers. 

The management and sale of the public lands belonging to the province 

and of the timber and wood thereon. 

The establishment, maintenance, and management of public and reforma- 

tory prisons in and for the province. 

The establishment, maintenance, and management of hospitals, asylums, 

charities, and eleemosynary institutions in and for the province, other 

than marine hospitals. 

Municipal institutions in the province. 

Shop, saloon, tavern, auctioneer, and other licenses in order to the raising 

of a revenue for provincial, local, or municipal purposes. 

ty works and undertakings other than such as are of the following 

classes: 

(a) Lines of steam or other ships, railways, canals, telegraphs, and other 
works and undertakings connecting the province with any other or 
others of the provinces, or extending beyond the limits of the province. 

(b) Lines of steam ships between the provinces and any British or foreign 
country. 

(c) Such works as, although wholly situate within the province, are before 
or after their execution declared by the Parliament of Canada to be 
for the general advantage of Canada or for the advantage of two or 
more of the provinces. 


. The incorporation of companies with provincial objects. 

. The solemnization of marriage in the province. 

. Property and civil rights in the province. 

. The administration of justice in the province, including the constitution, 


maintenance, and organization of provincial courts, both of civil and of 
criminal jurisdiction, and including procedure in civil matters in those 
courts. 


. The imposition of punishment by fine, penalty, or imprisonment for enforc- 


ing any law of the province made in relation to any matter coming within 
any of the classes of subjects enumerated in this section. ; 
Generally all matters of a merely local or private nature in the province. 


It will be noted that Section 91 provides inter alia: 


1. 


2. 


That the enumeration of twenty-nine classes of Dominion powers was not 
to be in restriction of the general power to make laws for the peace, order, 
and good government of Canada. 
That notwithstanding anything in this Act the exclusive legislative authority 
of the Parliament of Canada extends to the twenty-nine classes. 


Hence Section 92 contains an exhaustive list of the powers of the pro- 
vincial legislatures, while Section 91 does not contain an exhaustive list. 


One has only to read the subjects set out in Section 91 to see that in their 
nature they are matters of general interest and importance to the whole of 
Canada. One has only to look at the enumeration in Section 92 to see that 
they are matters of provincial interest. 


There are certain other provisions in the British North America Act, 1867, 
which illustrate the predominance of general over local matters and show 
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CONSTITUTIONAL RELATIONS 


that the Fathers of Confederation did not have a narrow conception of the 
powers to be enjoyed by the General Parliament. The Dominion was given 
jurisdiction to disallow provincial legislation within one year of its enactment. 
(See Sections 56 and 90.) It would appear that this power was intended to 
be used and has been used by the Dominion primarily to prevent one province 
from imperilling the well-being of the whole country by ultra vires legislation. 


There is also the power given to the Dominion to secure control of 
provincial works and undertakings by declaring them to be for the general 
advantage of Canada. See Section 92 (10) (b). 


Under Section 132 the Dominion was empowered to give effect to the 
obligations of Canada or of any province thereof as part of the British Empire 
towards foreign countries arising under treaties between the Empire and 
such foreign countries. 


Hence it can be said that an examination of the sections of the constitution 
would seem to make it clear: 


1. That they embody the distinction between matters of general and matters 
of merely local concern, the one being for the Dominion, the other for the provinces. 


2. That they provide for the supremacy of the Dominion, for not only are the 
provincial powers subject to restriction in favour of Dominion powers when conflict 
arises, but the ultimate residue is left with the Dominion. 


Above are set out in brief form the particulars of the Confederation with 
which Canada began in 1867, consisting of the four provinces of Ontario, 
Quebec, New Brunswick and Nova Scotia. Subsequently five other provinces 
entered the Confederation, in the following order: Manitoba on July 15, 1870; 
British Columbia on July 20, 1871; Prince Edward Island on July 1, 1873; 
Alberta on September 1, 1905; Saskatchewan on September 1, 1905. Manitoba 
and the other four provinces which entered the Confederation subsequent to 
July 1, 1867, are subject to the above-mentioned provisions of the constitution 
in the same way as the said four original provinces of Canada. 


It is, of course, not suggested that the British North America Act, 1867, 
and especially Sections 91 and 92, did not present any problems of interpreta- 
tion for the courts. They do require interpretation of the import of the words 
assigning specific powers to the Dominion and the provinces. As new matters, 
i.e., the invention of radio, aircraft, etc., arose in the life of our country, and 
as new economic and social developments occurred, i.e., unemployment, 
minimum wages, hours of labour, etc., there was bound to come before the 
courts the question as to whether the Dominion or the provinces had jurisdic- 
tion. In disputed cases the law can only be ascertained after the court of last 
resort has made its adjudication. 


How then has our constitution developed since July 1, 1867? What is 
the present situation relative to the distribution of legislative powers? These 
are questions of vital and immediate importance. It is difficult to be accurate 
and brief at the same time, because the Judicial Committee in a case in 1931 
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CONSTITUTIONAL RELATIONS 


_. With regard to ss. 91 and 92, the cases which have been decided on the pro- 
visions of these sections are legion. Many inquests have been held upon them, and 
many great lawyers have from time to time dissected them.* 


In another case in 1936 the Judicial Committee said: 

It is true that a Constitution must not be construed in any narrow and pedantic 
sense. The words used are necessarily general, and their full import and true meaning 
can often only be appreciated when considered, as the years go on, in relation to 
the vicissitudes of fact which from time to time emerge. It is not that the meaning 
of the words changes, but the changing circumstances illustrate and illuminate the 
full import of that meaning. It has been said that “in interpreting a constituent or 
organic statute such as the Act (ie., the British North America Act), that con- 
struction most beneficial to the widest possible amplitude of its powers must be 
adopted.’’t 


As regards the matters before us, we will now set out as far as possible 
the leading principles of interpretation which have been enunciated by the 
Judicial Committee in the cases which have come before it relative to the 
constitution of Canada. 


_ It seems advisable to discuss this question under the following four 
divisions: (a) The provinces as independent and autonomous; (b) matters of 
national importance; (c) the regulation of trade and commerce; (d) taxation. 


Tuer PRoviIncEs AS INDEPENDENT AND AUTONOMOUS 


One of the most important principles of interpretation placed upon the 
constitution by the Judicial Committee is that the provinces are in no sense 
subordinate to the Dominion. They are independent and autonomous. 


In Hodge v. The Queen (1883) 9 Appeal Cases, 117 at p. 132, the Privy 
Council through Sir Barnes Peacock said as follows: 


It appears to their Lordships, however, that the objection thus raised by the 
appellants is founded on an entire misconception of the true character and position 
of the provincial legislatures. They are in no sense delegates of or acting under any 
mandate from the Imperial Parliament. When the British North America Act 
enacted that there should be a legislature for Ontario, and that its legislative assembly 
should have exclusive authority to make laws for the Province and for provincial 
purposes in relation to the matters enumerated in sect. 92, it conferred powers not 
in any sense to be exercised by delegation from or as agents of the Imperial Parlia- 
ment, but authority as plenary and as ample within the limits prescribed by sect. 92 
as the Imperial Parliament in the plentitude of its power possessed and could bestow. 
Within these limits of subjects and area the local legislature is supreme, and has 
the same authority as the Imperial Parliament, or the Parliament of the Dominion 
would have had under like circumstances to confide to a municipal institution or 
body of its own creation authority to make by-laws or resolutions as to subjects 
specified in the enactment, and with the object of carrying the enactment into 
operation and effect. 


In Liquidators of the Maritime Bank of Canada v. the Receiver-General 


of New Brunswick, 1892 Appeal Cases, 437 at pp. 441-442, the Privy Council 
through Lord Watson held as follows: 


*See in re the Regulation and Control of Aeronautics in Canada, 1932 Appeal Cases, 54 at p. 69. 
tSee James v. Commonwealth of Australia, 1936 Appeal Cases, 578 at p. 614. 
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CONSTITUTIONAL RELATIONS 


Their Lordships do not think it necessary to examine, in minute detail, the 
provisions of the Act of 1867, which nowhere profess to curtail in any respect the 
rights and privileges of the Crown, or to disturb the relations then subsisting between 
the Sovereign and the provinces. The object of the Act was neither to weld the 
provinces into one, nor to subordinate provincial governments to a central authority, 
but to create a federal government in which they should all be represented, entrusted 
with the exclusive administration of affairs in which they had a common interest, 
each province retaining its independence and autonomy. 


The above can be contrasted with the following passage in the speech of 
Honourable Attorney-General Macdonald (later Sir John A. Macdonald) in 
the confederation debates of 1865: ““We make the Confederation one people 
and one government instead of five peoples and five governments—one united 
province with the local governments and legislatures subordinate to the 
General Government and Legislature.” 


Marrers or NATIONAL IMPORTANCE 


For some years after Confederation, when the memories of the chaos and 
weaknesses which had preceded it were strong, the decisions of the courts 
may be said to have favoured what may be called a national interpretation 
of our constitution. 


In the now famous case of Russell v. the Queen (1882) 7 Appeal Cases, 
829, the Privy Council, on an appeal from the Supreme Court of Canada, 
speaking through Sir Montague E. Smith, gave an interpretation of the 
distribution of legislative power in Canada which seemed to be wholly in 
accord with the principles declared by the statesmen of all parties in 1867, 
and prior thereto, as we find them expressed in the published reports which 
are now available and which are referred to above. As a result of the Russell 
case, the Canada Temperance Act enacted by the Parliament of Canada was 
held to be valid on the ground that the matter was one of national concern 


to the whole of Canada. 


The concluding paragraph in the judgment in the Russell case is as 
follows: 


Their Lordships having come to the conclusion that the Act in question does 
not fall within any of the classes of subjects assigned exclusively to the Provincial 
Legislatures, it becomes unnecessary to discuss the further question whether its 
provisions also fall within any of the classes of subjects enumerated in sect. 91. In 
abstaining from this discussion, they must not be understood as intimating any 
dissent from the opinion of the Chief Justice of the Supreme Court of Canada and 
the other Judges, who held that the Act, as a general regulation of the traffic in 
intoxicating liquors throughout the Dominion, fell within the. class of subject, “‘the 
regulation of trade and commerce,”” enumerated in that section, and was, on that 
ground, a valid exercise of the legislative power of the Parliament of Canada. 


Obviously the Russell case supported the jurisdiction of the Parliament 
of Canada. Those who desired subsequently to argue in favour of the jurisdic- 
tion of the Dominion relied on the Russell judgment whenever possible. 
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CONSTITUTIONAL RELATIONS 


_ _ But it would appear that the Judicial Committee at an early date 
indicated that they would not follow the judgment which had been delivered 
in the Russell case. During the argument of the case of the Great West 
Saddlery Co. v. the King, 1921-2 Appeal Cases 91, Viscount Haldane, who 
presided, referring to his experience before the Judicial Committee in the 
early days, said: “I think I may say—I had a long experience at the Bar in 
these cases in those days—that it was a tacit rule, a convention between 
judges and counsel that Russell v. the Queen was not to be cited, and we 
did not cite Russell v. the Queen.”’ 


But the Russell judgment still remained. Its spectre would not down. It 
continually troubled the courts and it had to be explained somehow. In the 
case of Toronto Electric Commissioners v. Snider, 1925 Appeal Cases 396, 
the Judicial Committee, speaking through Viscount Haldane, said as follows 
relative to the Russell case (pages 410-13): 


A more difficult question arises with reference to the initial words of s. 91, 
which enable the Parliament of Canada to make laws for the peace, order and good 
government of Canada in matters falling outside the Provincial powers specifically 
conferred by s. 92. For Russell v. The Queen, 7 App. Cas. 829, was a decision in 
which the Judicial Committee said that it was within the competency of the Dominion 
Parliament to establish a uniform system for prohibiting the liquor traffic throughout 
Canada excepting under restrictive conditions. It has been observed subsequently 
by this Committee that it is now clear that it was on the ground that the subject 
matter lay outside Provincial powers, and not on the ground that it was authorized 
as legislation for the regulation of trade and commerce, that the Canada Temperance 
Act was sustained: see Attorney-General for Canada v. Attorney-General for Alberta 
(1916) 1 A.C. 588, 595. But even on this footing it is not easy to reconcile the decision 
in Russell v. The Queen with the subsequent decision in Hodge v. The Queen, 9 App. 
Cas. 117, that the Ontario Liquor License Act, with the powers of regulation which it 
entrusted to local authorities in the Province, was intra vires of the Ontario Legis- 
lature. Still more difficult is it to reconcile Russell v. The Queen with the decision 
given later by the Judicial Committee that the Dominion licensing statute, known 
as the McCarthy Act, which sought to establish a local licensing system for the 
liquor traffic throughout the Dominion, was ultra vires of the Dominion Parliament. 
As to this last decision it is not without significance that the strong Board which 
delivered it abstained from giving any reasons for their conclusion. They did not in 
terms dissent from the reasons given in Russell v .The Queen. They may have thought 
that the case was binding on them as deciding that the particular Canada Temper- 
ance Act of 1886 had been conclusively held valid, on the ground of fact that at the 
period of the passing of the Act the circumstances of the time required it in an 
emergency affecting Canada as a whole. The McCarthy Act, already referred to, 
which was decided to have been ultra vires of the Dominion Parliament, was dealt 
with in the end of 1885. Ten years subsequently another powerful Board decided 
Attorney-General for Ontario v. Attorney-General for the Dominion, known as the 
Distillers’ and Brewers’ case (1896) A.C. 348. Lord Herschell and Lord Davey, 
who had been the leading counsel in the McCarthy case, sat on that Board, along with 
Lord Halsbury, who had presided at it. In delivering the judgment, Lord Watson 
used in the latter case significant language at p. 362: “The judgment of this Board 
in Russell v. The Queen has relieved their Lordships from the difficult duty of 
considering whether the Canada Temperance Act of 1886 relates to the peace, order 
and good government of Canada, in such sense as to bring its provisions within the 
competency of the Canadian Parliament.” That decision, he said, must be accepted 
as an authority to the extent to which it goes—namely, that “‘the restrictive pro- 
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CONSTITUTIONAL RELATIONS 


visions of the Act of 1886, when they have been duly brought into operation in any 
Provincial area within the Dominion, must receive effect as valid enactments relating 
to the peace, order and good government of Canada.” 


The Board held that, on that occasion, they could, not inconsistently with 
Russell v. The Queen, declare a statute of the Ontario Legislature establishing 
Provincial liquor prohibitions, to be within the competence of a Provincial Legis- 
lature, provided that the locality had not already adopted the provisions of the 
Dominion Act of 1886. 


It appears to their Lordships that it is not now open to them to treat 
Russell v. The Queen as having established the general principle that the mere fact 
that Dominion legislation is for the general advantage of Canada, or is such that it 
will meet a mere want which is felt throughout the Dominion, renders it competent 
if it cannot be brought within the heads enumerated specifically in s. 91. Unless 
this is so, if the subject matter falls within any of the enumerated heads in s. 92, 
such legislation belongs exclusively to Provincial competency. No doubt there may 
be cases arising out of some extraordinary peril to the national life of Canada, as a 
whole, such as the cases arising out of a war, where legislation is required of an order 
that passes beyond the heads of exclusive Provincial competency. Such cases may 
be dealt with under the words at the commencement of s. 91, conferring general 
powers in relation to peace, order and good government, simply because such cases 
are not otherwise provided for. But instances of this, as was pointed out in the 
judgment in Fort Frances Pulp and Power Co. v. Manitoba Free Press (1923) A.C. 
695, are highly exceptional. Their Lordships think that the decision in Russell v. 
The Queen can only be supported today, not on the footing of having laid down an 
interpretation, such as has sometimes been invoked of the general words at the 
beginning of s. 91, but on the assumption of the Board, apparently made at the time 
of deciding the case of Russell v. The Queen, that the evil of intemperance at that 
time amounted in Canada to one so great and so general that at least for the period 
it was a menace to the national life of Canada so serious and pressing that the National 
Parliament was called on to intervene to protect the nation from disaster. An epidemic 
of pestilence might conceivably have been regarded as analogous. It is plain from 
the decision in the Board of Commerce case (1922), 1 A.C. 191, that the evil of 
profiteering could not have been so invoked, for Provincial powers, if exercised, 
were adequate to it. Their Lordships find it difficult to explain the decision in Russell 
v. The Queen as more than a decision of this order upon facts, considered to have 
been established at its date rather than upon general law. 


As might be expected, the courts in Canada were called upon to deal 
with the Canada Temperance Act after the judgment in the Russell case had 
been practically declared of no effect by the Judicial Committee in the Snider 
case. In the case of Rex v. Varley (1936), 1 D.L.R. 771, His Honour Judge 
Grout of Peel County Court in Ontario held that the Canada Temperance Act 
in its present form is ultra vires of the Parliament of Canada. In the case 
of Rex v. Jones (1936), 67. C.C.C. 228, the New Brunswick Supreme Court 
of three judges, following the interpretation of the Russell case which had 
been laid down in the Snider case, unanimously held the Canada Temperance 
Act ultra vires. We have thus followed the Russell judgment to its (for the 
present, in any event) last constitutional resting place. 


The hope created immediately after and by the judgment in the Russell 
case did not long survive; in a series of well-known decisions, legislation 
enacted by the Parliament of Canada was held invalid when it was found 
not to be within one of the specific heads of Section 91 and when it did fall 
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CONSTITUTIONAL RELATIONS 


within one of the specific heads of Section 92. The particular matter affected 
by some of these decisions and some particulars of same will now be given. 

(1) LInquor Traffic.—As might be expected, the question of jurisdiction 
in liquor traffic matters came before the courts subsequent to the Russell 
case decision. In the reference in re Liquor License Act, 1883, and Act amend- 
ing, known as the McCarthy Act Reference (1885), 4 Cartwright, p. 342, 
the legislation enacted by the Parliament of Canada* was referred to the 
Supreme Court of Canada, where it was held ultra vires. An appeal was taken 
ie ae Judicial Committee, which upheld the view of the Supreme Court of 

anada. 


The said Dominion legislation provided for the appointment by the 
Dominion of a Board of License Commissioners throughout Canada, consisting 
of a county court judge, a warden of a county or a mayor of a city, and a 
third commissioner to be appointed by the Governor-in-Council. The legisla- 
tion provided for licenses to be issued to hotels, saloons, shops, etc., and 
empowered the Board to make regulations defining conditions and qualifica- 
tions requisite to the obtaining of licenses and providing penalties for selling 
liquor without a Dominion license. 


A strong Board of the Judicial Committee heard the appeal in London, 
England, in this McCarthy Act Reference and, as already stated in the part 
quoted above from the Snider case, it is not without significance that it 
abstained from giving reasons for its conclusions. Doubtless the Russell case 
caused some confusion and trouble to the Board when delivering judgment 
in the McCarthy Act Reference. It is unfortunate that no reasons for judgment 
are available in this reference. The many occasions on which the finding has 
been quoted show that it was and is a pronouncement in constitutional matters 
of the highest importance. 


At this point it is advisable to refer to two other decisions relating to the 
liquor traffic. They are frequently quoted in constitutional matters. In each 
it was legislation enacted by the legislature of a province which was under 
consideration, but important constitutional principles, etc., were laid down. 
These two cases are: (1) Attorney-General for Ontario v. Attorney-General 
for the Dominion (known as the Distillers’ and Brewers’ case), 1896 Appeal 
Cases, 348. (2) Attorney-General of Manitoba v. Manitoba License Holders’ 
Association (known as the Manitoba License Holders’ case), 1902 Appeal 
Cases, 73. 


In the said case of Attorney-General for Ontario v. Attorney-General 
for the Dominion, the judgment of the Judicial Committee was directed to 
the answers to be given to certain questions submitted by the Governor-in- 
Council to the Supreme Court of Canada, all of which questions immediately 
concerned the jurisdiction of a provincial legislature in respect of the prohibi- 
tion of certain phases of the liquor traffic. It is advisable to set out two 
sentences which occur in the discussion of the seventh question, which relates 


*The Liquor License Act, 1883, chapter 30 of 46 Victoria, Statutes of Canada; an Act to amend the Liqucr 
License Act, 1883, chapter 32 of 47 Victoria, Statutes of Canada 
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CONSTITUTIONAL RELATIONS 


to the jurisdiction of the Ontario Legislature to enact a section of a statute 
of that province entitled ‘An act respecting local option in the matter of 
liquor selling.”’ In the course of that discussion their Lordships of the Judicial 
Committee dealt with the general authority given to the Parliament of Canada 
under the peace, order, and good government clause of Section 91 and their 
Lordships observed (see p. 417 of 1936 S.C.R.): 


. . . to those matters which are not specified among the enumerated subjects of 
legislation, the exception from s. 92, which is enacted by the concluding words of s. 91, 
has no application; and, in legislating with regard to such matters, the Dominion 
Parliament has no authority to encroach upon any class of subjects which is exclus- 
ively assigned to provincial legislatures by s. 92. These enactments appear to their 
Lordships to indicate that the exercise of legislative power by the Parliament of 
Canada, in regard to all matters not enumerated in s. 91, ought to be strictly confined 
to such matters as are unquestionably of Canadian interest and importance, and 
ought not to trench upon provincial legislation with respect to any of the classes of 
subjects enumerated in s. 92. To attach any other construction to the general power 
which, in supplement of its enumerated powers, is conferred upon the Parliament 
of Canada by s. 91, would, in their Lordships’ opinion, not only be contrary to the 
intendment of the Act, but would practically destroy the autonomy of the provinces. 
If it were once conceded that the Parliament of Canada has authority to make laws 
applicable to the whole Dominion, in relation to matters which in each province are 
substantially of local or private interest, upon the assumption that these matters 
also concern the peace, order and good government of the Dominion, there is hardly 
a subject enumerated in s. 92 upon which it might not legislate, to the exclusion of 
the provincial legislatures. 


Their Lordships then proceeded in two sentences which are frequently 
referred to and which are as follows: 

Their Lordships do not doubt that some matters, in their origin local and provincial, 
might attain such dimensions as to affect the body politic of the Dominion, and to justify 
the Canadian Parliament in passing laws for their regulation or abolition in the interest 
of the Dominion. But great caution must be observed in distinguishing between that 
which is local and provincial, and therefore within the jurisdiction of the provincial 
legislatures, and that which has ceased to be merely local or provincial, and has 
become matter of national concern, in such sense as to bring it within the jurisdiction 
of the Parliament of Canada. 


It is obvious that the language of the parts quoted above is carefully 
guarded and the two sentences referred to, if properly understood, should be 
read with the preceding sentences. It does not say that every matter which 
attains such dimensions as to affect the body politic of the Dominion falls 
thereby within the introductory matter of Section 91, but “‘some matters” 
may attain such dimensions as to affect the body politic of the Dominion 
and the sentence ought to be read having regard to the context in such 
manner and degree as may justify the Parliament of Canada in passing laws 
for their regulation or abolition. In the second sentence all matters of “national 
concern” in the broadest sense of those words are not dealt with, but only 
those which are matters of “national concern” in such sense as to bring them 
within the jurisdiction of the Parliament of Canada. 


In the said Ontario case the Judicial Committee stated as follows relative 
to the Russell case: 
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CONSTITUTIONAL RELATIONS 


The controversy (in the Russell case) related to the validity of the Canada 
Temperance Act of 1878; and neither the Dominion nor the provinces were repre- 
sented in the argument. It arose between a private prosecutor and a person who had 
been convicted, at his instance, of violating the provisions of the Canadian Act 
within a district of New Brunswick in which the prohibitory clauses of the Act had 
been adopted. .. . 


It therefore appears that the decision in Russell v. Reg. must be accepted as an 
authority to the extent to which it goes, namely, that the restrictive provisions of 
the Act of 1886, when they have been duly brought into operation in any provincial 
area within the Dominion must receive effect as valid enactments relating to the 
peace, order and good government of Canada. 


In the said Ontario case the Judicial Committee held that it was not 
incompetent for a provincial legislature to pass a measure for the repression, 
or even the total abolition, of the liquor traffic within the province, provided 
the subject is dealt with as a matter “‘of a merely local nature’’ in the province 
and the act itself is not repugnant to any act of the Parliament of Canada. 


In the Manitoba License Holders’ case, the Judicial Committee upheld 
the Manitoba Liquor Act of 1900 for the suppression of the liquor traffic in 
the province as coming within Subhead 16 of Section 92 of the British North 
America Act, 1867, rather than within Subhead 13. One significant part of 
the judgment reads as follows (see p. 419 of 1936 S.C.R.): “Indeed, if the 
case is to be regarded as dealing with matters within the class of subjects 
enumerated in No. 13, it might be questionable whether the Dominion Legis- 
lature could have authority to interfere with the exclusive jurisdiction of the 
province in the matter.” That is, it was doubtful if the Canada Temperance 
Act could be sustained as valid legislation by the Dominion on the assumption 
that the matters dealt with by the statute were comprised within the class of 
subjects enumerated in Subhead 13 of Section 92. 


(2) Through traffic on provincial railways.—This point came before the 
Judicial Committee in the case of City of Montreal v. Montreal Street Railway, 
1912 Appeal Cases, 333, referred to as the Montreal Street Railway case. In 
this case it was held that it was incompetent for the Parliament of Canada 
to legislate as to through traffic over a provincial railway. The judgment deals 
with the jurisdiction of the Dominion under the peace, order, and good govern- 
ment clause, and also under the regulation of trade and commerce heading. 
The judgment may be said to be one of the most important delivered by the 
Judicial Committee. . 


(3) Insurance.—The matter of the control of the business of insurance 
is of far-reaching significance by reason of the enormous growth of the various 
classes of insurance and the many persons and businesses affected thereby. 
It may be said with substantial accuracy that the business of insurance in 
its various aspects interests every citizen of Canada, as well as every business 
concern. Hence one does not need to quote figures in order to establish that 
the business of insurance has grown from a local matter to one of very great 
national importance. 


18 


pace uu 


beaks ee hora aa 


alt oe Lif ler) ital 


i Wi) Vj oe ti ay rid is aint a #4 


ponies Tae * 
ty aarp te ike wht wily aaa) Aue gui. 5 a 
or, aula. 9 ’ "Matt Ves Waeigtat issih wih a om 


TL : f ay) hi relay i! ti fiche gi “et li lA ry) w 


4] maint 
1 ee 
ita Orel yy ae PhS WN pet ( Howmel ye 7 Bh ce sy 
ba Pil the DARA Tiki rfl > ae eh agit jhe ‘ve ral es 


‘ ‘ 
ret) eae ain Him Ur metic ya hy le) fdr’ ‘hal a ia 
itl tal Mack Paleee Mo etis a ites oa 3 


vidi vase Ae Aad DAA oe etanig ‘eee ail 
lees 339t949 A echt VELA iol SAT 4 } aut 
fui botorepagy WRC P RY “at! rid wi wives eels Ao. site 
iveriGq Anau’ whlitiin \. Hot yey ueet eee te": eatd vow neti 


safc iG) Yo denials QML i MPN LG 


vce ered tied bale that iL pe ‘tell ciunp ian 
gic) DE eae on 4 ah aie ‘pe hy qc walt et egy Ww digits ee ae 


iy. ot {| Ta TT yes 

Asso ekseith ald Wee ee sith ey les Me frecdeteltes or td 

. ne ieee ea a0 oe 4 Bilin. aud) ron 
eatin (i REE BE ar et 4 ‘ymey nat 


Lith rte. eee gd” eupey Pp Tage it! ey 
J cath 1 oil ieakale eldencireny eo gle | ti 
ish) aveaeey cold eli etna a} eae 
aucwdere!) ehoteil sat Fie i} pol wey fF at aah ri 
etocereu ont sto Melamnioey, ee ugiretsti hadarr ax 
Al ’ TLE Py at hee ra ay" ‘ourtee: ALS dine dT 
ve MAA OORE fa {apobslebaste w rah 


Lo ute 
its ; 


an 

$84 

aa6 vf 
f wqaat 


ad snwin tube ae) a bie Sealine seb te 
ML vepeen fe haere Ge ¢ loyal yar ty oo ae 

wntiedt Vac te, Un ables tee eeray 
PA Wola i hol. Miiog Pracqehewnnt ene ty. ly 
Joh taamobul st te eee ane offidict. 
pps oyae oR (a8 , vi es ae ei tybbas on wi a 
Wit Meas er et stg det elt! tes 


; : ats Lest RUBBLE fil! bial ous te 08 wh of bi 


Jor epi a 
J . waiwarteti i. 4 e 
mir Wit) aL r ahhh rhe 4ilt a eer : i priate " ae) 
viet) ae i) i Wy Py hen wine =s — Put aAY sy wag if pagtwta) - ng 
f A-ssaitay lin writ. “ies ‘scl " ) 


ie wot@Tiieiic Ute, 4420 pa 
Pros thee) es ee 


(sy) ° Aeiidles 5 well pal pes 


Shwe yraty Ye uly oo" ean . rat Lge 
_ 7 que 
_ 
a ex 
at at 
7 » 7 i) ai \ ad i= 


CONSTITUTIONAL RELATIONS 


When at the Quebec Conference the Fathers of Confederation came to 
differentiate between Dominion and provincial authority, the matter of 
insurance came up for consideration. It was proposed to give to the General 
Legislature the power to pass laws “for the regulation and incorporation of 
fire and life insurance companies,” but this proposal was dropped. As a result, 
the subject of insurance is not specifically mentioned in the British North 
America Act, 1867. 


At an early date after Confederation the Dominion and the provinces 
forthwith proceeded to exercise whatever jurisdiction they thought they had 
in relation to insurance. As might be expected, litigation ensued, and for some 
fifty years the courts have been called upon to decide whether the Parliament 
of Canada or the legislatures of the provinces have jurisdiction to pass legis- 
lation for the control of the business of insurance. 


One ground which the Dominion authorities have urged to establish the 
jurisdiction of the Parliament of Canada in matters of insurance has been that 
the business of insurance is a matter of national importance. This, however, 
was brushed aside by Viscount Haldane, who delivered the judgment of the 
Privy Council in the case of Attorney-General for Canada v. Attorney-General 
for Alberta (1916), 1 Appeal Cases, 588. At page 597 is found the following: 


No doubt the business of insurance is a very important one, which has attained 
to great dimensions in Canada. But this is equally true of other highly important and 
extensive forms of business in Canada which are today freely transacted under 
provincial authority. Where the British North America Act has taken such forms 
of business out of provincial jurisdiction, as in the case of banking, it has done so 
by express words which would have been unnecessary had the argument for the 
Dominion Government addressed to the Board from the Bar been well founded. 


The litigation as to the matter of insurance has been uniformly in favour 
of the provinces. In the last judgment delivered by the Privy Council in 
re the Insurance Act of Canada, 1932 Appeal Cases, 41, it was stated in the 
judgment as follows: “This case is, it may be hoped, the last of the series of 
litigations between the Dominion and the Provinces with regard to insurance.” 


After the 1932 judgment of the Privy Council, in 1932 Appeal Cases at 
pages 41, ete., the Dominion authorities recast their legislation. A glance at: 
the Department of Insurance Act; an Act respecting Canadian and British 
Insurance Companies; an Act respecting Foreign Insurance Companies in 
Canada (which are, respectively, chapters 45, 46, and 47 of the statutes of 
Canada, 1932) will disclose the very limited jurisdiction of the Parliament 
of Canada in regard to insurance as matters stand at present under our 
constitution. 

From a business standpoint it would appear most advisable to have one 
central authority with exclusive jurisdiction in relation to insurance. At 
present, as a result of the provinces of Canada having jurisdiction over the 
business of insurance, we have in Canada nine provincial Departments of 
Insurance. In addition, the Dominion Department of Insurance also functions 


19 


eh 
he ma a . 
i. 


| ere TE i. 
i ' { 1 bel | 
te al aay iy y \ 
fh) went 
wit : ie LD) 


ostt ae rT " 
Jet viet aig oeineey 
Awol att seb 


cig ive to rostont : ria i he vestiend at 
“at Ye Ease i pte a alias frulprd eave 
PRR pita 9 Mates ai joao tt) lo sano odt of oto yr 
cayrieraflobadt burns} # Ta. ound 1A Rae: a8 Lameeph. t bist gt wheodlA ol 


honing bi, ual Holst icy 3 Hours wae evita Ve ea 
hits Iadueieuer? nA (lied serntited Thy Ser ¢ 9 ee ett dint gehanteay “AF andoninentiy tng ol 

reheat ha imag id vpenit aden ats. ie | dy servi? ‘byigiphes ; 
enor, Aaare mans ‘aed ‘toh notrom f. iho t hb wlafad WN woiktins ame Ns 
ve mnieite, tag peidandl to onm oi lhnde i vith Deas ‘ye Vine weuelipial Ver? | 

now Witty clad ence ed » 5 


sili ‘gnl Juradgiyan mld) Sak Pairings i 
diahiniod tia ceaatt luiaid % an? aaa nf aychitens Hreaqurray To? ndierlanotl// 


nuove ij yligrseieey ioaiel iaydilaidt tri votinor giff'yl sa bollinghil sd 

vil ligne”) a Salt ioe Bene tank ot pl peel sfht to 
orld i | botata air fi, ee eset? Inaepeps. phan) lo HA seeasivenld olf 93 
fo noire wht ly deal ont Lhegoid ad: f ai capo eT cawallot ee taomp birt 
* ao cialirat Op linge, dit esoaivost oft huue devine. oa? peated ertel tami hil 


hy esau) Iaoqept: SHO vet toe” tk WY ofl WO tworrgbyy OROF old whLA 

7$6 wnrialy Ji re et sini t tae asitivodiue doluimotl od! oto Eb 25aeq 

teifiate hire Sniliaaen De ae igf an jtoA Mwinatienl Ye fusstarsenqa CL al) 

cri bechuserin’> cen yereend segiqre’'t Ritiooqanx tod ik peotangiae > sommenl 

Te’ eottetite alt to S> bu A ee Lath ie i Scloviluegess vou duidtw)ebunta 

‘ihomottiet od) to aoliothebijditiqgil yao wet) owmolseil fliw (984 ,obaga®) 

Tube didi, in bated tates a8 “voir wee of froeger ak abans™) to , = 
fei rteange 


ane are of oldinivba mang “uieeje ii cia 4) fais Pon me ce 

i, etitryse! ef moitrloy (RE portothenan sriauhie Bi imodivn Lanting 
wht Terra pubtotbarue yiniyel "+ dounivong att lo Mey dae taoeane 
lo eisai haqetl [sacra ainkee a Doni sven ow aulleunat lo peonienyd 
“wot ovln souneient te awe: Sar moiriqnt! qi) -aroitibhae: al cmnuruaetl 


+f 


CONSTITUTIONAL RELATIONS 


in exercising the limited jurisdiction which it has or believes it has. In all, 
there are ten jurisdictions in insurance matters in Canada. 


_ (4) Evils of profiteering in dealings in the necessaries of life; regulating 
prices of necessaries of life.-—It would seem that the above matter can surely 
be said to relate to the general interest of the whole of Canada and to be of 
common import to all the provinces. In the case of in re Board of Commerce 
Act, 1919, and the Combines and Fair Prices Act, 1919, frequently referred 
to as the Board of Commerce case, the Judicial Committee held that legislation 
as to such matters was not within the jurisdiction of the Parliament of Canada. 
The situation can be summed up by quoting the following from pages 422-23 
of 1936 Supreme Court of Canada Reports: 


In this Board of Commerce case the Judicial Committee had to consider legis- 
lation by which a Dominion Board was constituted and empowered, broadly speak- 
ing, to inquire into, and prohibit, profiteering and practices in connection therewith 
in dealings in the necessaries of life. In particular, the Board had authority to regulate 
the prices of such necessaries of life. 


The question arose upon a case stated as to the validity of an order made by the 
Board regulating the prices of ready made clothing in certain establishments in 
Ottawa. The validity of the order was attacked by the associations of manufacturers 
concerned and was supported by counsel on behalf of the Board and of the Dominion. 
The litigation raised the concrete question inter partes as to the legality of the 
particular order; and the answer to that question turned upon the answer to the 
question concerning the validity of the legislation, which it was, therefore, essential 
to determine. The statute was supported on various grounds and, among others, 
on the ground that in the year 1919, when it was enacted, the evils of hoarding and 
high prices in respect of the necessaries of life had attained such dimensions “as to 
affect the body politic of Canada.’ Nobody denied the existence of the evil. Nobody 
denied that il was general throughout Canada. Nobody denied the importance of 
suppressing it. Nobody denied that it prejudiced and seriously prejudiced the well 
being of the people of Canada as a whole, or that in a loose, popular sense of the 
words it “affected the body politic of Canada.” Nevertheless, it was held that these 
facts did not constitute a sufficient basis for the exercise of jurisdiction by the Domin- 
ion Parliament under the introductory clause in the manner attempted. The Board 
said that in special circumstances, such as those of a great war, the interest of the 
Dominion in the matters might conceivably become of such paramount and over- 
riding importance as to lie outside the heads of section 92 and not be covered by 
them. But it is, they held, quite another matter to say that under normal circum- 
stances, general Canadian policy can justify interference, on the scale of the statutes 
then in controversy, with the property and civil rights of the inhabitants of the 
provinces. 


It has already been observed that circumstances are conceivable, such as those 
of war or famine, when the peace, order and good government of the Dominion might 
be imperilled under conditions so exceptional that they require legislation of a 
character in teality beyond anything provided for by the enumerated heads in 
either s. 92 or s. 91 itself. Such a case, if it were to arise, would have to be considered 
closely before the conclusion would properly be reached that it was one which could 
not be treated as falling under any of the heads enumerated. Still, it is a conceivable 
case, and although great caution is required in referring to it, even in general terms, it 
ought not, in the view their Lordships take of the British North America Act, read 
as a whole, to be excluded from what is possible. For throughout the provisions 
of that Act there is apparent the recognition that subjects which would normally 
belong exclusively to a specifically assigned class of subject may, under different 


20 


@ 
>) 


mh ah 
| A 


Pea ee 


ce ee ‘oil Per 
f i, a ume sever 40 wii ny pees os a 
igente |) ie “asda esi Mt upitail aT ia 


a ae + ie ki ASR om ‘4 sf a . eayeyoh 
we uh: ALLEY Lit neve isi sprout oul » ened) rae ity ‘ 
To oot” bing bafiar. >is ART 9 att Ww leeviaiet 
Syrostiitey,) 2a reoet Ay a in) see St! ah, By 
Sy. Raitt ali ey at A bad hee eee het 4 
eacomran rook furl Wigat onhticnyeny > laeeiihe US mac 
YY plea ais Yl deni tilow't, etl itt 3003 ra ic 9 feck 
* r tied auent mil 4 avis alley! fay Siiddisth se yee Baretta ta “OES 


a Ay 5 saree wbater to: huto oestcstyss an at 


IAT bien be éatiinetixe Latte bn se i 2 Ye Bawa i 
a ony yal } & Peay’ nie Ti 14 ey wie Bee «i ppedret oh atone, orl end —_ 


lien wend crtha tev onVigdta srk Seraph secre Matt etic, +h apm tivo Alor ital. oF i a 
Higliyrr o) -claoitiuny ut trem) geld vile ety 1 ‘a at aeovo/ane eb ott xsi masttaredy vk 


é 


atv 

? » 
ci 
a as 


ce) ceeenen fT VOR “stn, ih 


i eis nabovors glad Jn eeanig eke 7 a : 

‘ will on He yidiG 7h rt? bls Wy sik new oe ti 0 bb Ly thik WA ocd qy “rts: MOMdzer| ig “ah aly: ue" ; 
fy ArAnieiar Aa tes wadens rt mis ply ies yy ati ’ wt aye itelt yi ‘ : ; 
aunt sichusaa diet To etait Lnteabawgohls (chino A) La aoe aire ntl es enlace ok SABI Va r bane 
‘Hearne » tea Ball Lier at ma nial [ju tomes Pr iiotnopsta a te banana a 
wee withawnt OME wl ee. ©) acy Tati ete ces ooo A Dbwaiine Ue Bi © cane i) 
ge ial rune NTE poetry fou at it taomy javta de anvrenta oh! ban. rate salir isan iy 7 a 
other niece anve 1h oldie tally ah ota Via Seba tany aid 2 paezoanels wate oor Ae nay > 


ser Per * Wecr tas BEGMOTS SICA i? ube: sy ade iv alidase olT oni tewiltels _ 
hiuvartinund he viva HL bAlaady, ket WY cha RUA 10% olf ae Saekh beet edt ie rent 
iwi leben Gout beameria legal atte caiyricenihyt wa te Wager on att “J A 
figs, deyhewth lo Batesti tie lt hype oul * whartal) tyionitog Ybod { 
ied ateichis al). Beeiet i. cen A barks dled ginntt haere ene Di Teds toi eon a 
fliels ot) goordlaviow, Ylanotyes. luce Linge pai aaa t tltartle eho ayi MS. brats rise 

GAT ter 24 hon olor en "i tnt: aM laatlve &, en wheal) i sigeaq ott lo ; ie 
id te td \i to one hy hk te _ Alive! att adnate tiet i a - ee ” : 
iene? ley fey ak hyo eign, fatal ie dy apes dace $08 hod achat a \ te 


aint) +49 0 ann 
hail wir oT oouelt Mike ‘gilt at mem, detuchenini nthe ‘dha Srimeriailw't nat ta ny 
wuts to Mon Yur tien eae ph eave drnndvenriotie laigagqe 4a Jatt tage > 9: 7 
. wet dracon: Ce Te Oiies piboaus sii pays add ah tren 4 =a i 
i Oh beparencs\ onl, Sie an oh aprbtiien We sit “ih ebiesie wil ot es 990. rity ag 7 :i aan 
mayo eroviae, Malverne beet The AY Bie fit narPactd rida ag dlegt Rds nil ; af ; 
‘i vm tacts os bh bere nit cig Aes siecle grifary Oe! ‘71 uy a nit cD. Lavresctiny: ome 0 


lah alidotiderins ott TH iti iia hin nyenyrig aiid tie a eayeetrehins at walt. fe al 7 
| domaiesrsg* " oa! 


Anew tae (Om) ate ara yehenee, PUM, winnie + 
ony Wi rasidagierre GI wip) "oe ep 


| O10 Helly eyo whip elt dutty) r 

“ +t ahs" dio bya spat ify onl “eis wey ty stil ivste. hayes ut : 

, : heen cl a nil} Sparel! ree. : + ae hap TL atk 
titi NG has minis eeu 3) Jc y eet 

ails! Later, @ oh 4F tre, Dn el 
M Apadebhoiiies Hh cee hot 
hinge par wiv’, dian 7 dab 


5 aunts arearst? tiadwirnds. a 
i] 


yy we 
an 


viannant bivow siigw ee a al 
Lait satin veer bvaptlon le 


CONSTITUTIONAL RELATIONS 


circumstances and in another aspect, assume a further significance. Such an aspect 
may conceivably become of paramount importance, and of dimensions that give 
rise to other aspects. This is a principle which, although recognized in earlier decisions, 
such as that of Russell v. The Queen (1881), 7 A.C. 829, both here and in the Courts 
of Canada, has always been applied with reluctance, and its recognition as relevant 
can be justified only after scrutiny sufficient to render it clear that the circumstances 
are abnormal. In the case before them, however important it may seem to the Parlia- 
ment of Canada that some such policy as that adopted in the two Acts in question 
should be made general throughout Canada, their Lordships do not find any evidence 
that the standard of necessity referred to has been reached, or that the attainment 
of the end sought is practicable, in view of the distribution of legislative powers 
ae the Constitution Act, without the co-operation of the Provincial Legis- 
atures. 


(5) Industrial disputes—The above is a matter which in many cases 
may be said to be national in its effects. The Judicial Committee in the case 
of Toronto Electric Commissioners v. Snider, 1925 Appeal Cases, 396, held 
that the Parliament of Canada, in so far as the particular business there under 
consideration was concerned, had no jurisdiction to enact the Industrial 
Disputes Investigation Act, 1907, being chapter 20 of 6 and 7 Edw. VII, 
Statutes of Canada. 


(6) Unemployment insurance.—The existence of unemployment in Canada 
to an extent that has taxed very severely the resources of the country is a 
fact of general public interest and affects the whole body politic of Canada 
rather than that of any particular province, and the public statutes and the 
public accounts of the various jurisdictions in Canada show to what extent 
relief has had to be provided by the public treasury to mitigate the effects of 
unemployment. It can be said with reason that unemployment is and espe- 
cially since the Great War has been a national evil—a matter which has 
become a national one in every sense. It has been urged that unemployment 
to the extent to which it exists to-day is one of the aftermaths of the Great War. 


It is worthy of note that legislation on the subject was enacted by the 
Parliament of Canada in 1935 being the Employment and Social Insurance Act. 
This legislation was an attempt to cope with one of the problems which had 
presented itself to the Canadian people and which had reached such nation 
wide importance as to need a national remedy. The legislation was referred 
to the courts and the Privy Council held that (see 1937 Appeal Cases, 355): 


The Employment and Social Insurance Act, 1935, of the Parliament of Canada, 
which in substance provided for a system of compulsory unemployment insurance 
throughout Canada, was ultra vires of the Dominion Parliament. In pith and sub- 
stance the Act was an insurance Act affecting the civil rights of employers and 
employed in each province and was accordingly within the exclusive competence 
of the Provincial Legislatures under s. 92, head 13, of the British North America Act, 
1867, which provided that “In each Province the Legislature may exclusively make 
laws in relation to... (13) Property and civil rights in the Province.” 


It is reasonable to state that it is exceedingly difficult, if not impos- 
sible, to visualize a satisfactory scheme of unemployment insurance which 


*1922—1 Appeal Cases, 191 at p. 200. It may be noted that here the Judicial Committee used the words 
“standard of necessity.” 
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CONSTITUTIONAL RELATIONS 


would be only provincial in its scope. Hence we can say that the attempt of 
the Dominion authorities to cope with the evil of unemployment, an important 
national matter, failed because our constitution as interpreted by our highest 
tribunal, guided by the cases already decided, could not adapt itself to the 
new requirements. 


In this matter of unemployment the following from page 241 of Maxwell’s 
Federal Subsidies to the Provincial Governments in Canada is of interest: 


The onset of depression thus found the provincial governments in a vulnerable 
fiscal position. Their revenue systems were relatively inflexible, their credit was 
weak, and yet they were confronted by imperative demands for new expenditures. 
Cuts in salaries and curtailment in ordinary programmes were general in all the 
provinces, but expenditure for unemployment relief and for regular public welfare 
purposes rose sharply. The growth in the latter—old-age pensions, mothers’ allow- 
ances, hospitals, et cetera—was in part an incident of the depression; when private 
provision for the poor and aged faltered, the provincial governments felt impelled 
to assume a larger share. But in part it was a continuation and an acceleration of 
tendencies which were visible earlier. Expenditure for unemployment relief was, 
of course, a result of the depression, and it was provided through borrowing. During 
the four years 1929-1933 provincial bonded debt and treasury bills grew from $848,- 
501,200 to $1, 255,713,300, and almost all of the increase was disbursed as unemploy- 
ment relief. The federal government, beginning in 1930, undertook to share the 
cost of provincial and municipal expenditure on programmes of public works and on 
direct relief. In general the basis was 50-50. In 1931 the four western provinces 
reached the limit of their ability to tax and to borrow, and the federal government 
had to come to their assistance with loans and special grants in order to prevent 
default. On March 31, 1936, the federal government had loans outstanding to certain 
provincial governments as follows: 


Namo bat. FE Pee Cee Sarre ae $ 15,504,900 
Saskatchewarmuce so. . fee 48,368,600 
A iberta tte SL Ge, Pbe aie Gee ee treat 25,081,000 
Britis’ Covgimbear . een cece eas ee 27,572,700 

Motals:. Awe OL cee ee eg, Se ee $116,527,200 


One can visualize how suddenly economic conditions may change by 
recalling that a Dominion-Provincial Conference was held at Ottawa in 
November, 1927. At this conference the financial arrangements, etc., between 
the Dominion and the provinces were thoroughly discussed. The matter of 
federal subventions for unemployment relief, however, was scarcely touched 
upon at that conference because the depression had not been reached at that 
time and the problem was not so acute. 


(7) Weekly rest, minimum wages, hours of labour.—The above are grouped 
together since they were so treated in the reference to the courts to determine 
the validity of the three statutes enacted by the Parliament of Canada in 
relation to same respectively. (See 1936 Supreme Court of Canada Reports, 
461; 1937 Appeal Cases, 326.) These are matters of momentous importance 
to Canada. The establishment of world living standards is surely a national 
matter. 

The Judicial Committee in its judgment in these matters first dealt with 
the contention that the three statutes in question were valid because they 
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CONSTITUTIONAL RELATIONS 


were passed in accordance with Conventions adopted by the International 
Labour Organization of the League of Nations in accordance with the Labour 
Part of the Treaty of Versailles of June 28, 1919. This contention was rejected 
and the Committee held that the Dominion “by making promises to foreign 
countries could not clothe itself with legislative authority inconsistent with 
the constitution which gave it birth,” and then dealt with the contention that 
the said legislation was valid under the national aspect principle. The portion 
of the judgment which deals with this is as follows: 


But the validity of the legislation under the general words of s. 91 was sought 
to be established not in relation to the treaty-making power alone, but also as being 
concerned with matters of such general importance as to have attained ‘“‘such dimen- 
sions as to affect the body politic,” and to have “ceased to be merely local or pro- 
vincial,” and to have “become matter of national concern.” It is interesting to 
notice how often the words used by Lord Watson in Attorney-General for Ontario v. 
Attorney-General for the Dominion (1896, A.C. 348), have unsuccessfully been 
used in attempts to support encroachments on the Provincial legislative powers 
given by s. 92. They laid down no principle of constitutional law, and were cautious 
words intended to safeguard possible eventualities which no one at the time had 
any interest or desire to define. The law of Canada on this branch of constitutional 
law has been stated with such force and clarity by the Chief Justice in his judgment 
in the reference concerning the Natural Products Marketing Act (1936), Can. 
S.C.R. 398, at 414 et seq, dealing with the six Acts there referred to, that their 
Lordships abstain from stating it afresh. The Chief Justice, naturally, from his 
point of view, excepted legislation to fulfil treaties. On this their Lordships have 
expressed their opinion. But subject to this, they agree with and adopt what was 
there said. They consider that the law is finally settled by the current of cases cited 
by the Chief Justice on the principles declared by him. It is only necessary to call 
attention to the phrases in the various cases, “abnormal circumstances,” “exceptional 
conditions,” ‘“‘standard of necessity’? (Board of Commerce case (1922), 1 A.C. 191), 
“some extraordinary peril to the national life of Canada,” “highly exceptional,” “epi- 
demic of pestilence” (Snider’s case (1925), A.C. 396), to show how far the present 
case is from the conditions which may override the normal distribution of 
powers in ss. 91 and 92. The few pages of the Chief Justice’s judgment will, it is to 
be hoped, form the locus classicus of the law on this point, and preclude further 


disputes.* 


One must note the language of the italicized phrases above, none of 
which is in the language of the British North America Act, 1867. They seem 
to have gone much further than the Fathers of Confederation contemplated, 
as shown in the extracts from the speeches already quoted. 


(8) Old-age pensions and pensions for the blind.—The above are matters 
of the greatest importance to the whole body politic in the consideration of 
what is generally referred to as “social legislation.”’ Legislation has been 
enacted by the Parliament of Canada in relation to these matters. The 
Dominion legislation in effect enacts that the Governor-in-Council may make 
an agreement with any province which adopts an old-age pension scheme or 
provides for pensions for the blind. By this agreement the federal Government 
binds itself to contribute three-fourths of the cost of these pensions, provided 
that the provincial law fulfils certain conditions mentioned in the federal law. 


*See 1937 Appeal Cases, 326 at pp. 352-53. 
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This legislation has apparently not come before the courts for considera- 
tion. But according to the decided cases, the matter of these pensions may be 
held to come within the jurisdiction of the provinces, and hence the question 
arises as to whether or not, under our constitution, the Dominion Government 
a legally use its funds to assist the provinces in carrying out these under- 
takings. 


Perhaps Section 102 of the British North America Act, 1867, may require 
consideration by the courts in coming to a decision as to the validity of the 
scheme of old-age pensions and pensions for the blind now prevailing. Do 
the words “the Public Service of Canada” in said Section 102 refer only to 
such matters as come within the specific heads of Section 91 or do they refer 
to any and all matters? 


In the judgment of the Judicial Committee in the Employment and 
Social Insurance Act Reference (1937 Appeal Cases, 355), the following is 
stated at p. 366: “But assuming that the Dominion has collected by means 
of taxation a fund, it by no means follows that any legislation which disposes 
of it is necessarily within Dominion competence.” | 


Honourable C. H. Cahan, the member at Ottawa for the constituency of 
St. Lawrence-St. George in Quebec, when speaking on April 5, 1937, in the 
House of Commons in regard to these constitutional matters, said as follows 
(referring to the decision of the Judicial Committee in the reference re the 
Employment and Social Insurance Act): 

This opinion, if it is valid, raises grave doubt as to the validity of appropriations 
by this Dominion Parliament of current revenues for such objects as old-age pensions, 
unemployment relief, or for giving assistance to provincial undertakings of any 
description. If these appropriations are illegal and beyond the competence of the 
Dominion, grave consequences may follow, and the government would be well advised 
to obtain a direct decision upon this issue at a very early date.* 


(9) Legislation as to child labour and sweat shops, and other forms of social 
legislation.—All the above matters are apparently in the same category as 
the subjects of weekly rest, minimum wages, and hours of labour. Legislation 
as to same in normal times might be held, following the decided cases, not to 
come within the jurisdiction of the Parliament of Canada, but within the 
jurisdiction of the provinces. 


(10) Grain trade.—One would say that the grain trade of Canada could 
surely be classed as a matter of national concern and one of such dimensions 
as to affect the body politic of the Dominion, but on April 17, 1922, the law 
officers of the Dominion expressed the opinion that under the decided cases 
the reconstruction of the Wheat Board “‘is a project constitutionally incom- 
petent to the Parliament of Canada.” And in 1925 certain parts of the Canada 
Grain Act enacted by the Parliament of Canada were held ultra vires by the 
Supreme Court of Canada, which was guided in its judgment by the decided 
cases. (See His Majesty the King v. Eastern Terminal Elevator Company, 


1925 S.C.R. 434.) 


*See p. 2775 of House of Commons Debates, Official Report, unrevised edition, for Monday, April 5, 1937. 
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2 
a. Soe a 


CONSTITUTIONAL RELATIONS 


Section 234 of the Canada Grain Act (chapter 33 of the Statutes of 
Canada, 1925) was enacted by the Parliament of Canada so as to enable 
Parliament to legislate for the grain trade. This Section 234 was replaced in 
identical terms by Section 233 of the Canada Grain Act (chapter 86 of the 
Revised Statutes of Canada, 1927). This Section 233, which is now in force, 
is as follows: 

233. All grain elevators and warehouses, of whatever variety or kind, mentioned 
in this Act, including public elevators, private elevators, eastern elevators, terminal 
elevators, mill elevators, manufacturing and country elevators, whether heretofore 
constructed or hereafter to be constructed, are and each of them is hereby declared 
to be works or a work for the general advantage of Canada; and for greater certainty 
but not to so restrict the generality of the foregoing terms of this section it is hereby 
declared that each and every one of the grain elevators mentioned or described in 
the Second Schedule to this Act is a work for the general advantage of Canada. 


In the said second schedule are set out the names, particulars, ete., of some 
hundreds of grain elevators throughout Canada. That is, the Dominion 
utilized the provisions of Section 92 (10) (b) of the constitution in order to 
acquire jurisdiction over the grain trade. 


It is submitted that the procedure outlined above seems an undignified, 
indirect, and clumsy method to enable the national Parliament to obtain 
jurisdiction in a matter concerning the well-being of so many citizens of 
Canada. 


(11) Governmental regulation of business.—It appears to be recognized by 
sound and conservative business men that some degree of governmental 
regulation of business to enforce uniform conditions of competition is necessary 
to ensure that industry shall be conducted fairly in the interests of Canada 
as a whole. The matter of regulation of business appears to be one which 
should come under the jurisdiction of the Parliament of Canada. The matter 
is surely a national one. 


The Parliament of Canada in order to improve the methods and practices 
of marketing of natural products in Canada and in export trade and to make 
further provision in connection therewith enacted the Natural Products 
Marketing Act, 1934 (chapter 57 of the Statutes of Canada, 1934); and the 
Natural Products Marketing Act Amendment Act, 1935 (chapter 64 of the 
Statutes of Canada, 1935). The scope, etc., of said legislation has been described 


as follows: 

The said legislation consists of two parts. The first provides for the establish- 
ment of a Dominion Marketing Board whose powers include powers to regulate 
the time and place at which, and the agency through which, natural products to 
which an approved scheme relates shall be marketed, and to determine the manner 
of distribution and the quantity, quality, grade or class of the product that shall 
be marketed by any person at any time, and to prohibit the marketing of any of the 
regulated products of any grade, quality or class. 

There are other regulatory powers which need not be further specified. A scheme 
to regulate the marketing of a natural product is initiated by a representative number 
of persons engaged in the production or marketing of the natural product. It can be 
referred by the appropriate Minister to the Board, and if they approve the scheme 
as submitted or amended by them, and it is further approved by the Minister, the 
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CONSTITUTIONAL RELATIONS 


Governor-General in Council may approve the scheme. It is essential that the 
Governor-General in Council shall be satisfied either that the principal market 
for the natural product is outside the Province of production, or that some part 
of the product produced may be exported. The latter provision makes it clear that 
the regulation may apply to marketing transactions in natural products which have 
nothing to do with foreign export or interprovincial trade. If the Minister is satisfied 
that trade and commerce in a natural product are injuriously affected by the absence 
of a scheme prepared as above he may himself propose a scheme for approval by 
the Governor in Council. The Governor in Council is given power by order or regula- 
tion to regulate or restrict importation into Canada of a natural product which 
enters Canada in competition with a regulated product; and to regulate or restrict 
the exportation from Canada of any natural product. Part II contains provision 
for the appointment by the Minister of a Committee who may be entrusted with the 
duty of investigating all matters connected with the production or marketing 
of natural or regulated products for the purpose of ascertaining the charges made 
in distribution of a natural or regulated product. The receipt against the interest of 
the public of an excessive charge is made an indictable offence, and there are pro- 
visions for the trial of such offences.* 


This legislation was referred to the Supreme Court of Canada in order 
to determine its validity. The court unanimously held that the legislation was 
invalid and in so deciding dealt fully and elaborately with the contention that 
the legislation came within the peace, order, and good government clause of 
Section 91. (See 1936 S.C.R. 398 at pp. 414, etc.) On appeal to the Judicial 
Committee the judgment of the Supreme Court of Canada was upheld. (See 
1937 Appeal Cases, 377.) 


(12) Treaty-performing power in cases which do not come within Section 
182.—This topic is intimately bound up with the subject of matters of national 
importance. This matter of the treaty-performing power in cases which do 
not come within Section 132 of the British North America Act, 1867, was 
decided by the Judicial Committee in the case of the Attorney-General for 
Canada v. the Attorney-General for Ontario, in the matter of a reference as 
to whether the Weekly Rest in Industrial Undertakings Act, the Minimum 
Wages Act, and the Limitation of Hours of Work Act are ultra vires of the 
Parliament of Canada. (See 1937 Appeal Cases, 326.) 


In the Treaty of Versailles, to which Canada was a signatory, the principal 
powers of the world declared that the matters dealt with by the Conventions 
which were before the courts in the said reference were matters of grave 
international concern affecting the peace of the world and affecting economic 
conditions throughout the world. 

The primary purpose of said Conventions was doubtless to secure such 
uniformity of conditions of labour throughout the world as would prevent 
countries with a high standard of living, such as Canada, from suffering 
from undue competition with countries with a low standard of living. Hence 
for Canada the matter had an international aspect as well as an inter- 
provincial one and national one. . 

Hence it appeared reasonable to say that the legislation to implement 
the Conventions could not properly be classed as legislation in relation to a 


*Canadian Bar Review, June, 1937, pp. 409-10. 
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CONSTITUTIONAL RELATIONS 


subject of a private and local nature and therefore under the jurisdiction of 
the provinces, but was legislation in relation to a matter of grave national 
importance and therefore within the jurisdiction of the Parliament of Canada. 


However, in the above case the Judicial Committee held that for the 
purposes of Sections 91 and 92 there is no such thing as treaty legislation as 
such. As a treaty (which does not come within Section 132) deals with a 
particular class of subjects, so will the legislative power of performing it be 
ascertained. That is, the test as to competence to enact any legislation in aid 
of a treaty depends on the correspondence of its subject-matters with classes 
of subjects enumerated in Sections 91 and 92. 


Lord Atkin, who delivered the said judgment of the Judicial Committee 
in the treaty case, observed in dealing with the Dominion’s power to imple- 
ment treaties that “While the Canadian ship of state now sails on larger 
ventures and into foreign waters she still retains the watertight compartments 
which are an essential part of her original structure.”’ This must cause some 
concern to anyone interested in national unity in Canada. It means that 
treaties, conventions, etc., which do not fall within Section 132 can only be 
implemented by combined legislation of the nine provinces of Canada and the 
Parliament of Canada. And when one recalls the different conditions which 
exist in the nine provinces of Canada, conditions which may vary by as great 
_a distance as separates the Atlantic from the Pacific, there will be apparent 
the difficulties which confront Canada in having enacted in each province 
the legislation necessary to implement a treaty. 


(13) Emergency.—Since Confederation, in one other instance than the 
Russell case, the Privy Council has upheld legislation by the Parliament of 
Canada in a matter normally within one of the heads of Section 92 which did 
not come within the specific heads of Section 91. This was in the case of Fort 
Frances Pulp and Power Company, Limited v. Manitoba Free Press Company, 
Limited et al (1923 Appeal Cases, 695), which upheld legislation enacted by 
the Parliament of Canada dealing with controlled prices of newsprint. In this 


case the Privy Council held: 


1. That in normal circumstances the Dominion Parliament could not have legis- 
lated to set up the machinery of control over the paper manufacturers which was 
then in question. 

2. That in case of sudden danger to social order arising from the outbreak of a 
great war the Dominion Parliament may act under other powers which may well 
be implied in the constitution. 

3. That it is proprietary and civil rights in new relations which they do not 
present in normal times which have to be dealt with; and these relations which 
affect Canada as an entirety fall within Section 91 because in their fullness they 
extend beyond what Section 92 can really cover. 

4. That in a sufficiently great emergency such as that arising out of war there 
is implied the power to deal adequately with that emergency for the safety of the 
Dominion as a whole. 
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CONSTITUTIONAL RELATIONS 


5. That the enumeration in Section 92 is not in any way repealed in the event 
of such an occurrence but a new aspect of the business of government is recognized 
as emerging, an aspect which is not covered or precluded by the general words in 
which powers are assigned to'the legislatures of the provinces as individual units.* 

As the Russell judgment has now been practically discarded and as the 
Fort Frances case was one of ““emergency,”’ it follows that since Confederation 
no legislation enacted by the Parliament of Canada in normal circumstances 
with regard to matters which were admittedly ex facie within one of the heads 
of Section 92 has been upheld as being in relation to matters of national 
importance if it did not come within the specific heads of Section 91. 


Distinction between general powers and specific powers of the Dominion.— 
The decided cases referred to above (to quote from an article on the “Develop- 
ment of Canadian Federalism’ in the 1931 Proceedings of the Canadian 
Political Science Association) indicate that the Judicial Committee has drawn 
what would seem to be a totally unjustifiable distinction between the general 
power of the Parliament of Canada to legislate for the peace, order, and good 
government of Canada, and its special powers over the specific twenty-nine 
subjects set out in Section 91. These twenty-nine enumerated subjects were 
given, in the words of the Act, “for greater certainty but not so as to restrict 
the generality of the general power.’ They were simply illustrations of a 
general principle inserted so as to avoid any doubt as to the national control 
of certain essentially national matters. Yet under the decisions of the Privy 
Council they would seem to have become in effect the sole sources of Dominion 
power. The illustrations have swallowed up the rule, and it has become 
virtually impossible to justify any Dominion legislation unless it can be 
brought under one of the twenty-nine specific headings. The Fathers of 
Confederation planted in Canada a living tree, capable of growth and expansion 
within its natural limits. They gave us a living and elastic principle fit for 
every emergency; the Privy Council has made of it a dead and rigid test. 
According to the decided cases, the Parliament of Canada is permitted to 
interfere incidentally with provincial powers when legislating upon one of its 
specifically named special powers, like bills of exchange and promissory notes 
(head 18), or bankruptcy and insolvency (head 21), or criminal law (head 27), 
but cannot so interfere when exercising the general power itself. 


As a result of this interpretation the residuary power of the Dominion 
over matters of national importance, so explicitly preserved by the opening 
words of Section 91 and so emphasized by the Fathers at the time of Con- 
federation, has been cut down to the vanishing point. It still exists, but the 
Judicial Committee has held it can be utilized only in times of great national 
emergency, such as a great war, a pestilence, or a plague. (See, for example, 
Toronto Electric Commissioners v. Snider, 1925 Appeal Cases, 396, at p. 412.) 


As regards national matters, the Dominion Parliament is restricted, 
except in cases of emergency, to such specific subjects as occurred to those 
who framed our constitution in times when Canada and her economic, agri- 
cultural, and social development were in their infancy. 


*See 67 Canadian Criminal Cases at p. 236. 
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CONSTITUTIONAL RELATIONS 


It follows that if in normal times a Dominion statute of great and common 
interest to all the provinces and deemed necessary for the good government 
of Canada, but not falling within the specific heads of Section 91, should be 
found to touch upon any provincial power, the courts will declare same ultra 
vires and of no effect. 


As can be seen from the decided cases, one of the important provincial 
powers is “property and civil rights,” which is a very wide term and if inter- 
preted literally would extend to much of the field covered by the other heads 
of Section 92 and also to much of the field covered by Section 91. It is almost 
impossible to conceive of any general legislation which would not come within 
“property and civil rights.” 


As a result, the federal legislative powers in Canada are now normally 
only those specifically enumerated in Section 91, while the provincial powers 
are equally defined and enumerated in Section 92. The Dominion can only 
invade provincial powers in the valid exercise of its enumerated powers. 


Hence it follows that the real residuum of powers, except in cases of 
national peril and calamity or domestic convulsions, rests with the provinces, 
under their exclusive power over property and civil rights in the provinces. 


In the United States constitution “The powers not delegated to the 
United States by the Constitution nor prohibited by it to the States are 
reserved to the States respectively or to the people.’ From what was stated 
by the Fathers of Confederation it is clear they intended in our constitution 
to avoid the great evil of “‘states’ rights’? which had led to the American 
Civil War. As a result of the above judgments, however, we in Canada appear 
in this important respect of residuum of powers to have arrived at the very 
opposite of what was intended by the Fathers of Confederation. We have 
arrived at the doctrine of states’ rights in the interpretation of the constitution 


of Canada. 


Tue REGULATION OF TRADE AND COMMERCE 


Under the above Subhead 2 of Section 91 of the British North America 
Act, 1867, the Parliament of Canada exclusively has jurisdiction to make laws 
in relation to “the regulation of trade and commerce.” From its commence- 
ment the Quebec Conference assigned to the Dominion Parliament the matter 


of trade and commerce. 


From the very general nature of the language used in this Subhead 2 of 
Section 91, it is reasonable to suppose that the Fathers of Confederation had 
in view that this would be most useful in the regulating of the economic life 
of Canada from time to time. In the case of Citizens Insurance Company v. 
Parsons (1881) 7 Appeal Cases, 96, the Privy Council said as follows in regard 


to Subhead 2 (see pages 112-13): 


The words “regulation of trade and commerce,” in their unlimited sense are 
sufficiently wide, if uncontrolled by the context and other parts of the Act, to include 
every regulation of trade ranging from political arrangements in regard to trade 
with foreign governments, requiring the sanction of parliament, down to minute 
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CONSTITUTIONAL RELATIONS 


rules for regulating particular trades. But a consideration of the Act shews that the 
words were not used in this unlimited sense. In the first place the collocation of No. 2 
with classes of subjects of national and general concern affords an indication that 
regulations relating to general trade and commerce were in the mind of the legislature, 
when conferring this power on the Dominion Parliament. If the words hadbeenintended 
to have the full scope of which in their literal meaning they are susceptible, the specific 
mention of several of the other classes of subjects enumerated in sect. 91 would have 
been unnecessary; as, 15, banking; 17, weights and measures; 18, bills of exchange 
and promissory notes; 19, interest; and even 21, bankruptcy and insolvency. 


“Regulation of trade and commerce”? may have been used in some such sense 
as the words “regulations of trade” in the Act of Union between England and Scot- 
land (6 Anne, c. 11), and as these words have been used in Acts of State relating to 
trade and commerce. Article V. of the Act of Union enacted that all the subjects of 
the United Kingdom should have “‘full freedom and intercourse of trade and navi- 
gation” to and from all places in the United Kingdom and the Colonies; and Article 
VI. enacted that all parts of the United Kingdom from and after the Union should 
be under the same “prohibitions, restrictions, and regulations of trade.”’ Parliament 
has at various times since the Union passed laws affecting and regulating specific 
trades in one part of the United Kingdom only, without its being supposed that it 
thereby infringed the Articles of Union. Thus the Acts for regulating the sale of 
intoxicating liquors notoriously vary in the two kingdoms. So with regard to Acts 
relating to bankruptcy, and various other matters. 


Construing therefore the words “regulation of trade and commerce” by the 
various aids to their interpretation above suggested, they would include political 
arrangements in regard to trade requiring the sanction of parliament, regulation of 
trade in matters of inter-provincial concern, and it may be that they would include 
general regulation of trade affecting the whole Dominion. Their Lordships abstain 
on the present occasion from any attempt to define the limits of the authority of 
the Dominion Parliament in this direction. It is enough for the decision of the present 
case to say that, in their view, its authority to legislate for the regulation of trade 
and commerce does not comprehend the power to regulate by legislation the contracts 
of a particular business or trade, such as the business of fire insurance in a single 
province, and therefore that its legislative authority does not in the present case 
conflict or compete with the power over property and civil rights assigned to the 
legislature of Ontario by No. 13 of sec. 92. 


It appears unreasonable to believe that the Fathers of Confederation in 
the consideration of this head of legislation ever had in contemplation the 
statute of Anne providing for the Union between England and Scotland. It 
is more reasonable to infer that the Fathers of Confederation had studied the 
corresponding clause in the constitution of the United States which gives 
Congress power “‘to regulate commerce with foreign nations and among the 
several States and with the Indian tribes,” and used the language in Sub- 
head 2 “the regulation of trade and commerce” in order that the power of 
legislation to be conferred would be all-embracing and of the widest possible 
scope and would not be subject to the limitations imposed by the corresponding 
clause in the constitution of the United States. 


Subsequent to the Parsons case, the Privy Council further restricted the 
interpretation of this Subhead 2 by suggesting that it could only be invoked 
in aid of a general power which the Parliament of Canada possessed independ- 
ently of it. That is, for example, if you start with a company duly incorporated 
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CONSTITUTIONAL RELATIONS 


by the Dominion, then “the power to regulate trade and commerce at all 
events enables the Parliament of Canada to prescribe to what extent the 
powers of companies the objects of which extend to the entire Dominion 
should be exercisable and what limitations should be placed on such powers.’’* 
In the Board of Commerce case (1922) 1 Appeal Cases, 191 at p. 198, and in 
Toronto Electric Commissioners v. Snider, 1925 Appeal Cases, 396 at p. 409, 
the Privy Council affirmed the interpretation of this Subhead 2 laid down in 
the John Deere Plow case. 


It is true that in the subsequent case of Proprietary Articles Trade 
Association v. Attorney-General for Canada, 1931 Appeal Cases, 310, the 
Privy Council speaking through Lord Atkin said as follows at p. 326: 

The view that their Lordships have expressed makes it unnecessary to discuss 
the further ground upon which the legislation has been supported by reference to 
the power to legislate under s. 91, head 2, for “The regulation of trade and com- 

_ merce.” Their Lordships merely propose to disassociate themselves from the con- 
struction suggested in argument of a passage in the judgment in the Board of Com- 
merce Case (1922), 1 A.C. 191, 198, under which it was contended that the power 
to regulate trade and commerce could be invoked only in furtherance of a general 
power which Parliament possessed independently of it. No such restriction is properly 
to be inferred from that judgment. The words of the statute must receive their proper 
construction where they stand as giving an independent authority to Parliament 
over the particular subject-matter. But following the second principle noticed in the 
beginning of this judgment their Lordships in the present case forbear from defining 
the extent of that authority. They desire, however, to guard themselves from being 
supposed to lay down that the present legislation could not be supported on that 
ground. 


What Lord Atkin said as quoted above is, of course, obiter and negatives 
the view that this Subhead 2 is not an independent topic. That is, he tells us 
what Subhead 2 is not, but what was said by Lord Atkin does not suggest 
what interpretation should be placed on said words “the regulation of trade 
and commerce.”’ 


This Subhead 2 was finally considered fully by the Supreme Court of 
Canada in the reference in re the Natural Products Marketing Act, 1934, and 
its Amending Act, 1935, 1936 S.C.R. 398 at pp. 404-14. The Supreme Court 
of Canada, guided by the decided cases, unanimously held that the Natural 
Products Marketing Act legislation of the Parliament of Canada could not 
be supported under this Subhead 2. The Privy Council dismissed the appeal 
from the judgment of the Supreme Court of Canada and upheld the judgment 
of the Supreme Court of Canada. See Attorney-General for British Columbia 
v. Attorney-General for Canada, 1937 Appeal Cases, 377. Neither the Supreme 
Court of Canada nor the Judicial Committee in the Natural Products Market- 
ing Act case judgments appear to have discussed what was said obiter by 
Lord Atkin in the Proprietary Articles Trade Association case relative to the 
subhead, the regulation of trade and commerce. 


The Dominion Trade and Industry Commission Act, 1935, being chapter 
59 of the 25-26 George V Statutes of Canada (1935) sets out in its preamble 


*John Deere Plow Company Limited v. Wharton, 1915 Appeal Cases, 330 at p. 340. 
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CONSTITUTIONAL RELATIONS 


that it was passed to correct some of the evils disclosed by the Royal Com- 
mission on Price Spreads and set out in the Price Spreads Report. Section 14 
of the said Dominion Trade and Industry Commission Act, 1935, provided 
for agreements to regulate price and production in certain industries in order 
to check wasteful or demoralizing competition. The Supreme Court of Canada 
held that Section 14 was ultra vires. Under the decided cases it could not be 
sustained under Subhead 2 of Section 91 as a general regulation of trade and 
commerce. (See In the matter of a reference as to whether the Parliament of 
Canada had legislative jurisdiction to enact the Dominion Trade and Industry 
Commission Act, 1935, being 25-26 Geo. V, c. 59 (1936) S.C.R. 379.) This 
judgment of the Supreme Court of Canada was appealed to the Judicial 
Committee, but there was no appeal against the finding that Section 14 was 
ultra vires. (See 1937 Appeal Cases, 405 at p. 409.) 


Governmental regulation of business.—This topic has already been dealt 
with in the discussion of the peace, order, and good government clause of 
Section 91. In the Natural Products Marketing Act case, both the Supreme 
Court of Canada and the Judicial Committee, in accordance with the decided 
cases, negatived the view that the legislation in question came within the 
regulation of trade and commerce. (See 1936 8.C.R. 398 at p. 404; 1937 
Appeal Cases, 377 at p. 387.) It thus appears clear that the words “the 
regulation of trade and commerce” do not enable the Parliament of Canada 
to enact legislation to regulate particular businesses. 


In many of the cases cited above in the discussion as to the introductory 
clause of Section 91, it was attempted to justify the legislation by the Parlia- 
ment of Canada also under this Subhead 2 of Section 91. 


Summary.—We can sum up briefly the situation in regard to the matter 
of legislation in relation to “the regulation of trade and commerce” by stating 
that all attempts to uphold jurisdiction by the Parliament of Canada under 
Subhead 2 of Section 91 (in relation to: the liquor traffic; through traffic on 
provincial railways; insurance; evils of profiteering in dealing in the necessaries 
of life and regulating prices of necessaries of life; industrial disputes; unem- 
ployment insurance; weekly rest, minimum wages, hours of labour; social 
services generally; grain trade; governmental regulation of business; treaty- 
performing power in cases which do not come within Section 132) have been 
just as unsuccessful as the attempts in connection with the introductory 


clause of Section 91. 


Under the decided cases the words “the regulation of trade and com- 
merce” are almost bereft of any meaning as a separate and distinct power. 


TAXATION 


The existing division of taxing powers between the Parliament of Canada 
and the legislatures of the provinces as established by the British North 
America Act, 1867, and interpreted by a long line of legal decisions, is familiar 


to all. 
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CONSTITUTIONAL RELATIONS 


To express it briefly, the Dominion of Canada has unlimited powers of 
taxation—“‘the raising of money by any mode or system of taxation.’”’* The 
provinces of Canada are limited to “direct taxation within the province in 
order to the raising of a revenue for provincial purposes,” } and “shop, saloon, 
tavern, auctioneer and other licenses in order to the raising of a revenue for 
provincial, local or municipal purposes.’’t 


That is, the taxing powers of the Parliament of Canada for Dominion 
purposes are unlimited, while those of the provincial legislatures are limited 
to: (a) direct taxation (b) within the province (c) in order to the raising of a 
revenue for provincial purposes, together with (d) taxation by way of licenses. 


Municipal taxing powers, being derived from the provinces, are limited 
to those powers which the provincial legislatures themselves possess and 
have chosen to bestow upon the municipalities. 


Dominion-provincial financial relationships created by Confederation—The 
financial negotiations at the Quebec Conference which laid the basis for the 
financial arrangements of the British North America Act, 1867, were conducted 
under the supervision of the Honourable Alexander T. Galt, Minister of 
Finance for the United Provinces of Upper and Lower Canada. In a speech 
delivered by Mr. Galt at Sherbrooke on November 23, 1864, we find a full 
and clear statement of the ideas which lay behind the financial settlement 
set out in the Quebec Resolution, and particularly as to the basis on which 
the subsidies of the provinces were originally determined. We will shortly 
quote a portion of this address which deals with the financial position of the 
provinces, in order to stress the point that the subsidies payable to the 
provinces had a distinct relation to the limited powers which the provinces 
were expected to exercise, and the restricted sources of revenue which were to 
be retained by them under the proposed terms of the federal constitution. 


Before Confederation the chief revenues of the provinces had been 
customs and excise—indirect taxation. These taxes were to pass to the 
Dominion at Confederation. The local revenues remaining to the provinces 
were comparatively small. As they were too small to support the functions 
of government which were left with the provinces, the Dominion had to help 
the provinces. This help was to take three forms: 


1. The Dominion was to pay interest on the so-called debt allowance. 
At Confederation each of the provinces had its own debt, incurred mainly 
for buildings, canals, railways, public buildings, etc. The revenues which had 
paid the interest on this debt were largely customs duties and excise taxes. 
The Dominion, of course, took over the customs and excise taxes. It took over 
the assets—the canals, railways, and buildings—and it assumed the debt 
created by capital expenditures on these assets. The per capita debt so assumed 
in the case of Upper and Lower Canada was $25.00 per head. A debt allowance 
was made to the other provinces of $25.00 per head. Their debts were less 


*Section 91 (3). 
{Section 92 (2). 
{Section 92 (9). 
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CONSTITUTIONAL RELATIONS 


than this allowance. The Dominion agreed to pay interest at 5 per cent per 
annum on the deficiency so calculated. 


_2. Dominion grants for the support of provincial governments and 
legislatures. 


3. Annual Dominion grants in aid on a per capita basis of the population 
of each province. 


As to the form of this help, Sir Alexander Galt had this to say: 


Now it was necessary to provide by some means for maintaining certain local 
expenditures of the various provinces. There were the public works to be kept in 
order, the educational institutions to be maintained, the systems of civil law to be 
administered, and there were a variety of other claims to be attended to, which 
would naturally suggest themselves at once to anyone who reflected on the subject. 
For this purpose, it was found necessary to assign to them certain local revenues, 
of which the territorial revenues formed the bulk. The local revenues amounted 
in 1863 in the Maritime Provinces, to the following sums: 


NOV SOOT au ton. wa He see eee ca es Ge $107,000.00 
PN EWA TUTS Wiel toes en te, ee ee eee tee ah 89,000.00 
Prince Tawardilsand oo oi feels 4 cca cccelv ah wah ba ae 32,000.00 
Newfoundland (which did not enter Confederation)... 5,000.00 

$233,000.00 


These were the revenues that would not be transferred to the General Govern- 
ment, but would be disposed of by the Local Governments for local purposes . 
Now one objection to Confederation was made on the ground of expense, and in 
order to meet this, every effort had been made to reduce the cost of the local govern- 
ments, so that the local machinery should be as little costly as possible, for it would 
not do to affront the intelligence of the people, and tell them we had devised an 
expensive kind of machinery to do a very insignificant amount of work. The gentle- 
men from the Lower Provinces had been asked what reductions they could make in 
the Government of the several colonies, and the figures he was about to give would 
be most satisfactory as showing the disposition of those gentlemen, who had reduced 
their requirements to the lowest sum. In her estimate of outlay for 1864 for objects 
of local character the Province of Nova Scotia had provided for an expenditure of 
no less than $667,000, but had undertaken to perform the same service in future 
under a confederation for $371,000, or a reduction of 40 per cent .. . The outlay of all 
the provinces being, however, greater than their local revenues it became necessary 
to make provision out of the General Fund for the purpose of enabling their Local 
Legislatures to carry on the machinery of Government. It was proposed to take 
away from them every source of revenue they possessed except minor local revenues, 
and then to give them from the public chest a sufficient subsidy to enable the 
machinery to work. The estimate was formed on the wants of Nova Scotia. It was 
first proposed to form it on the wants of New Brunswick, but these were found 
greater than those of the former, which had consequently been taken as the basis. 
The estimate was that 80 cents a head on the population of Nova Scotia would be 
sufficient to enable her to work her local system. She would want $264,000. In the 
case of Upper Canada, 80 cents a head was considerably more than she wanted at 
the present day, and in the case of Lower Canada was at least adequate with the 
local present funds that would become available to her. But it was felt that in giving 
a subsidy from the public chest it was impossible to draw a distinction between one 
part of the country and another. But it was not intended to hold out any inducement 
to future extravagance to local Governments, but it was hoped that by the operating 
of natural causes such a check would be put upon expenditures as would bring them 
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CONSTITUTIONAL RELATIONS 


down to the lowest point, or at least prevent them from becoming lavish. Therefore, 
the subsidy proposed to be given to local legislatures was fixed, not at an increasing 
rate according to population but at the rate which existed at the census of 1861. 
By this means, as the population increased, the subsidy would not increase with it. 
Upper and Lower Canada would get thus within a fraction of two million dollars, 
and when their population increased to five millions instead of two-and-a-half, 
would get no more. If they increased their expenses in proportion to the growth 
of population they would be obliged to resort to direct taxation; and he thought that 
they might trust the people themselves to keep a sharp watch over the local Govern- 
ments lest they should resort to direct taxation. He thought no surer check could be 
put upon them than thus fixing the grants they were respectively to receive. 


As we are all aware, the provinces in Canada, in spite of the forebodings of 
sir Alexander T. Galt, have had to resort to direct taxation. The remarks by 
Sir Alexander T. Galt in regard to direct taxation by the provinces illustrate 
acutely the problems now confronting the provinces as compared with 1867. 
But when the provinces found it necessary to utilize direct taxation they 
found that through the interpretations of the courts this important field of 
revenue has been seriously curtailed. This feature will be considered next. 


The principle of direct taxation has been so applied by the decisions of 
the Judicial Committee on the construction of the British North America 
Act, 1867, as to constitute a serious menace to provincial revenues. That is, 
after certain legislation has been enacted by a provincial legislature providing 
for taxation which seemed to be direct taxation, the Judicial Committee has 
held it to be indirect taxation and thus beyond the competency of the legis- 
lature of a province of Canada. 


There appears to be now no room for doubt as to the test to be applied 
in answering the question as to whether a particular tax imposed is direct 
or indirect. By successive decisions of the Judicial Committee the principle 
as laid down by John Stuart Mill and other political economists has been 
judicially adopted as the test for determining whether a particular tax is 
direct or indirect. The principle is that a direct tax is one that is demanded 
from the very person who it is intended or desired should pay it. An indirect 
tax is that which is demanded from one person in the expectation and with 
the intention that he shall indemnify himself at the expense of another. Of 
such taxes (indirect taxes) excise and customs are given as examples. 


Four fairly recent decisions will now be reviewed briefly in order to 
illustrate the difficulties experienced by the legislatures of the provinces in 
this matter of direct and indirect taxation. 


Grain Futures Taxation Case.—In the Grain Futures Case, Attorney- 
General for Manitoba v. Attorney-General for Canada, 1925 Appeal Cases, 
561, the Judicial Committee held invalid the Grain Futures Taxation Act, 
being chapter 17 of the Statutes of Manitoba, 1923. This Act. was legislation 
to provide for the collection of a tax from persons selling grain for future 
delivery. It had a provision therein declaring that the tax was a direct tax. 


Nevertheless the Supreme Court of Canada, guided by the decided cases 
held the legislation ultra vires, and on appeal to the Judicial Committee the 
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CONSTITUTIONAL RELATIONS 


judgment of the Supreme Court of Canada was affirmed. The Judicial Com- 
mittee held that in many transactions to which it related, the person paying 
the tax would indemnify himself at the expense of others. It was hence indirect 
taxation and it was not possible to assume that the legislature intended to 
pass it in a truncated form. 


Fuel-Oil Case.—In the Fuel-Oil Case, Attorney-General for British 
Columbia v. Canadian Pacific Railway Company (1927 Appeal Cases, 934), 
legislation enacted by the Legislature of British Columbia was held invalid. 
This particular legislation required that every person who should purchase 
within the province fuel-oil for the first time after its manufacture in or 
importation into the province should pay for provincial purposes a tax equal 
to one-half cent per gallon on the oil so purchased. 


The Judicial Committee in this Fuel-Oil Case, speaking through Viscount 
Haldane, said as follows (see pages 937-38 of 1927 Appeal Cases): 


The first and cardinal question is whether the tax is direct or indirect within 
the meaning of the expressions used in ss. 91 and 92 of the British North America 
Act. If the tax is indirect, the respondents escape wholly. Their Lordships entertain 
no doubt that within the meaning placed on the language employed by a series of 
decisions in the Canadian Courts and in the Privy Council, the tax is indirect. If 
so, the statute in question was ultra vires... . 


It was laid down by the Board that while a direct tax is one that is demanded 
from the very person who it is intended or desired should pay it, an indirect tax is 
that which is demanded from one person in the expectation and with the intention 
that he should indemnify himself at the expense of another, as may be the case 
with excise and customs. . . . The meaning of the distinction had been settled by 
the exposition given of it by the political economists, whose broadly phrased definition 
had been adopted in earlier decisions, such as Attorney-General for Quebec v. Reed 
(10 App. Cas. 141) per Lord Selborne; Bank of Toronto v. Lambe (12 App. Cas. 575) 
per Lord Hobhouse; and Brewers’ and Maltsters’ Association of Ontario v. Attorney- 
General for Ontario (1897, App. Cas. 231) per Lord Herschell. It was true that the 
question of the meaning of the words used in ss. 91 and 92 was one, not of political 
economy but of law. Still, as Lord Hobhouse pointed out, the legislation must have 
contemplated some tangible dividing line referable to and ascertainable by the 
general tendencies of the tax and the common understanding of men as to these 
tendencies. The definition given by John Stuart Mill was accordingly taken as a 
fair basis for testing the character of the tax in question, not as a legal definition, 
but as embodying with sufficient accuracy an understanding of the most obvious 
indicia of direct and indirect taxation, such as might be presumed to have been in 
the minds of those who passed the Act of 1867. Validity in accordance with such 
tendencies, and not according to results in isolated or merely particular instances, 
must be the test. The question of validity could not be made to impose on the Courts 
the duty of separating out individual instances in which the tax might operate 
directly from those to which the general purview of the taxation applies. An exhaus- 
tive partition would be an impracticable task. 


Taking the principle so laid down as the guide to the solution of the present 
question, the result does not seem doubtful. There are two fuel-oil companies which 
are associated in business in a close fashion. The Union Oil Company of California 
sells its oil to the Union Company of Canada, which has large storage tanks at 
Vancouver, which the former company keeps replenished according to directions 
from the Canadian company. The respondents purchase oil in British Columbia 
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CONSTITUTIONAL RELATIONS 


from the latter company. It is sought to tax them as first purchasers under s. 3, and 
as holders of the oil for consumption under s. 6, which has to be read with reference 
to s. 3. It may be true that, having regard to the practice of the respondents, the 
oil they purchase is used by themselves alone and is not at present resold. But the 
respondents might develop their business so as to include resale of the oil they have 
bought. The principle of construction as established is satisfied if this is practicable, 
and does not for its application depend on the special circumstances of individual 
cases. Fuel-oil is a marketable commodity, and those who purchase it, even for 
their own use, acquire the right to take it into the market. It therefore comes within 
the general principle which determines that the tax is an indirect one. 


Mine Owners Tax Case.—In 1923 the Legislature of Alberta enacted the 
Mine Owners Tax Act, 1923 (being chapter 33 of the Statutes of Alberta, 
1923), which purported to impose upon every mine owner as therein defined 
a perceh ae tax upon the gross revenue of his mine during each preceding 
month. 


The tax was challenged by Caledonian Collieries, Limited, on the ground 
that the tax was an indirect tax and hence beyond the competency of a 
provincial legislature to impose. The courts in Alberta held the tax to be 
direct, but on appeal to the Supreme Court of Canada the tax was held to 
be indirect. (See Caledonian Collieries, Limited v. His Majesty the King, 
1927 Supreme Court of Canada Reports at p. 257.) 


On appeal to the Judicial Committee the judgment of the Supreme Court 
of Canada was affirmed. (See The King v. Caledonian Collieries, Limited, 
1928 Appeal Cases, 358.) At pages 361-62 of said 1928 Appeal Cases the 
following is found in the judgment of the Judicial Committee, speaking 
through Lord Warrington of Clyffe: 


Is the taxation in question “direct taxation within the Province” within the 
meaning of s. 92 of the British North America Act, 1867? 


The question whether a tax is direct or indirect has on many occasions been 
the subject of decision by this Board, but it is unnecessary to refer to any of these 
decisions except that of Bank of Toronto v. Lambe (12 App. Cas. 575, 581, 582), 
in which Lord Hobhouse, in delivering the judgment of the Board, made some 
useful observations as to the mode in which the question should be approached. 


The passage has often been cited, but it is worth while citing it again: “First, 
is the tax a direct tax? For the argument of this question the opinions of a great 
many writers on political economy have been cited, and it is quite proper, or, rather 
necessary, to have careful regard to such opinions, as has been said in previous cases 
before this Board. But it must not be forgotten that the question is a legal one, viz., 
what the words mean, as used in this statute; whereas the economists are always 
seeking to trace the effect of taxation throughout the community, and are apt to 
use the words ‘direct’ and ‘indirect’ according as they find that the burden of a tax 
abides more or less with the person who first pays it. This distinction is illustrated 
very clearly by the quotations from a very able and clear thinker, the late Mr. 
Fawcett, who, after giving his tests of direct and indirect taxation, makes remarks 
to the effect that a tax may be made direct or indirect by the position of the tax- 
payers or by private bargains about its payment. Doubtless, such remarks have 
their value in an economical discussion. Probably it is true of every indirect tax 
that some persons are both the first and the final payers of it; and of every direct tax 
that it affects persons other than the first payers; and the excellence of an economist’s 
definition will be measured by the accuracy with which it contemplates and embraces 
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CONSTITUTIONAL RELATIONS 


every incident of the thing defined. But that very excellence impairs its value for 
the purposes of the lawyer. The Legislature cannot possibly have meant to give a 
power of taxation valid or invalid according to its actual results in particular cases. 
It must have contemplated some tangible dividing line referable to and ascertainable 
by the general tendencies of the tax and the common understanding of men as to 
those tendencies.” 

What then is the general tendency of the tax now in question? 

First it is necessary to ascertain the real nature of the tax. It is not disputed 
that, though the tax is called a tax on “gross revenue,’ such gross revenue is in 
reality the aggregate of sums received from sales of coal, and is indistinguishable 
from a tax upon every sum received from the sale of coal. 

The respondents are producers of coal, a commodity the subject of commercial 
transactions. Their Lordships can have no doubt that the general tendency of a tax 
upon the sums received from the sale of the commodity which they produce and in 
which they deal is that they would seek to recover it in the price charged to a pur- 
chaser. Under particular circumstances the recovery of the tax may, it is true, be 
economically undesirable or practically impossible, but the general tendency of the 
tax remains. 

It is said on behalf of the appellant that at the time a sale is made the tax has 
not become payable, and therefore cannot be passed on. Their Lordships cannot 
accept this contention; the tax will have to be paid, and there would be no more 
difficulty in adding to the selling price the amount of the tax in anticipation than 
there would be if it had been actually paid. 


Attorney-General for British Columbia v. McDonald Murphy Lumber 
Company, Limited.—Section 58 of the Forest Act (chapter 93 of the Revised 
Statutes of British Columbia, 1924) imposed a tax upon all timber cut within 
the province except that upon which a royalty was payable, but provided 
that in the case of timber used or manufactured in the province there should 
be a rebate of nearly the whole tax. The Forest Act prohibited under penalty 
the export of any timber without a certificate that the tax due in respect of 
it had been paid. 


The legislation was challenged and was held invalid by the Judicial 
Committee. (See 1930 Appeal Cases, 357.) The headnote at said page 357 1s 
in part as follows: 

Held, that the tax was invalid because it was an export tax, and so fell within 
the category of duties of customs and excise, which the Dominion Legislature had 
exclusive power to impose by s. 122 of the British North America Act, 1867; also 
because it was indirect taxation, and therefore not within the legislative power of 
the Province under s. 92, head 2, of that Act. 

A tax levied on a commercial commodity upon the occasion of its exportation 
in pursuance of trading transactions cannot be described as a tax whose incidence, 
by its nature, is such that it is finally borne by the first payer and is not susceptible 
of being passed on. 


The Judicial Committee through Lord Macmillan stated as follows rela- 
tive to the matter of direct and indirect taxation (see pages 364-65 of 1930 
Appeal Cases): 


_. . Without reviewing afresh the niceties of discrimination between direct 
and indirect taxation it is enough to point out that an export tax 1s normally collected 
on merchantable goods in course of transit in pursuance of commercial transactions. 
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CONSTITUTIONAL RELATIONS 


Whether the tax is ultimately borne by the exporting seller at home or by the import- 
ing buyer abroad depends on the terms of the contract between them. It may be borne 
by the one or by the other. It was said in the present case that the conditions of the 
competitive market in the United States compelled the exporter of timber from 
British Columbia to that country to bear the whole burden of the tax himself. That, 
however, is a matter of the exigencies of a particular market, and is really irrelevant 
in determining the inherent character of the tax. While it is no doubt true that a tax 
levied on personal property, no less than a tax levied on real property, may be a 
direct tax where the taxpayer’s personal property is selected as the criterion of his 
ability to pay, a tax which, like the tax here in question, is levied on a commercial 
commodity on the occasion of its exportation in pursuance of trading transactions, 
cannot be described as a tax whose incidence is, by its nature, such that normally 
it is finally borne by the first payer, and is not susceptible of being passed on. On 
the contrary, the existence of an export tax is invariably an element in the fixing 
of prices, and the question whether it is to be borne by seller or purchaser in whole 
or in part is determined by the bargain made. The present tax thus exhibits the lead- 
ing characteristic of an indirect tax as defined by authoritative decisions. 


By these cases the Privy Council has placed an interpretation on what 
is meant by direct taxation that has resulted in the provinces being deprived 
of certain valuable sources of revenue, because the particular taxation was 
held not to be “direct taxation” as that term appears in Subhead 2 of Section 
92 of the British North America Act, 1867. 


As might be expected, the succession duties legislation of the provinces 
has been the source of much litigation in this matter of “direct taxation within 
the province in order to the raising of a revenue for provincial purposes.”’ 
Whenever the courts have held that, under the decided cases as to direct 
taxation, impugned succession duties legislation was not direct, new legislation 
has been enacted to attempt to overcome the imperfections pointed out. As 
succession duties are in force in each of the nine provinces of Canada and are 
a well-established and well-recognized method of raising revenue, there seems 
to be no sound reason why in this most important field of taxation the 
provinces should be hampered as they are by the interpretation of “direct 
taxation” which has been laid down by the Judicial Committee. 


One can sum up the anomalous situation relative to taxation by stating 
that the provinces, which alone have the power to pass laws in relation to 
such matters as unemployment insurance, old-age pensions, and the great 
social services, hereinbefore referred to, have not at present the powers of 
taxation necessary to meet the outlay for them. 


The interpretation which has been placed on the meaning of direct 
taxation has had serious effects in other fields of provincial activity than in 
regard to the raising of revenue for provincial purposes. For example, in 1929 
the Legislature of British Columbia enacted the Dairy Products Sales Adjust- 
ment Act, being chapter 20 of the Statutes of British Columbia, 1929, and 
intituled “An Act for the Relief of Dairy-Farmers.” The purpose of the Dairy 
Products Sales Adjustment Act can be ascertained from its preamble, as 
follows: 


Whereas the demand for milk and cream in fluid form is not always equal to 
supply, and consequently some dairy-farmers, in order to avoid a congestion of the 
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CONSTITUTIONAL RELATIONS 


fluid-milk market, are obliged to market a portion of their milk in the form of manu- 
factured products at world market prices, which prices are much lower than the price 
obtained for milk in fluid form; 


And whereas the whole body of dairy-farmers benefit from the consequent 
relief of the fluid-milk market; 


And whereas it is just and equitable that the result of such sale of milk products 
be equally distributed over the whole body of dairy-farmers in the district. 


As might be expected, the question of the validity of the legislation for the 
relief of dairy-farmers soon came before the courts. In the case of Lower 
Mainland Dairy Products Sales Adjustment Committee v. Crystal Dairy, 
Limited (1933 Appeal Cases, 168) the Judicial Committee upheld the findings 
of the British Columbia courts that the Dairy Products Sales Adjustment Act 
was ultra vires. The headnote of the Privy Council judgment found at said 
page 168 of 1933 Appeal Cases is as follows: 


Because it was more profitable to dairy farmers in British Columbia to sell 
their milk in a fluid form than to sell products manufactured from it, the market 
for fluid milk became glutted. As a remedy the Provincial Legislature passed the 
Dairy Products Sales Adjustment Act, 1929 (amended in 1930 and 1931), authorizing 
the appointment of an Adjustment Committee in any district in which the dairy 
farmers petitioned for one. Where a Committee was appointed the farmers had to 
make returns to it, and a farmer selling fluid milk had to pay to the Committee a 
levy assessed according to the quantity he had sold; the total of these levies, which 
together made up the difference in value of the milk disposed of in the two forms, 
was to be apportioned by the Committee among the farmers who had sold milk 
products. The expenses of the Committee were to be met by a further levy on the 
farmers. Both levies were recoverable as debts. 


Held, that both levies were taxes, and, as they would tend to affect the price 
of commodities, they were indirect taxes, and the Act was therefore ultra vires the 
Province having regard to s. 91, head 3, and s. 92, head 2, of the British North 
America Act, 1867; it was unnecessary to determine whether the Act was invalid 
also under s. 91, head 2, as being for the regulation of trade and commerce. The 
Act was not in relation to agriculture so as to be within s. 95. 


Workmen’s Compensation Board v. Canadian Pacific Ry. Co. (1920) A.C. 184 
distinguished. 


Judgment of the Court of Appeal of British Columbia affirmed. 


It will thus be seen that on account of the interpretation which has been 
placed by the Judicial Committee on the meaning of direct taxation, a province 
in Canada is faced with serious handicaps if it attempts to regulate a business 
within its borders by a levy for equalizing purposes, etc. 


Above, under these four divisions (provinces as independent and auton- 
omous; matters of national importance; the regulation of trade and commerce; 
taxation), we have discussed certain aspects of the interpretation of the con- 
stitution of Canada in so far as same relates to the matters to be considered 


by this Commission. 
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CONSTITUTIONAL RELATIONS 


AMENDMENT OF THE CONSTITUTION 


There will now be considered the matter of the amendment of the 
constitution. 


It may be said from the above that the original conception and the 
present position of the constitution of Canada are poles apart. It has been 
interpreted in a way which it can safely be said would have caused consterna- 
tion in the minds of those who framed it. 


It will be apparent from the decided cases in such matters of the gravest 
national importance as unemployment insurance, weekly rest, minimum wages, 
hours of labour, and other great social services, that we in Canada are practi- 
cally at an impasse. The Dominion, according to the decisions referred to 
above, has not the power to pass legislation in relation to such matters; the 
provinces alone have the power to pass such legislation, but they cannot in 
practice deal with such matters satisfactorily, as from their nature only 
national action in regard thereto can really be effective. In addition, to repeat 
what has already been emphasized, the provinces have not at present the 
powers of taxation necessary to meet the outlay for said matters and matters 
of similar import. 


The closing words of the first Resolution of the Quebec and London 
Conferences are as follows: ““Provided such Union can be effected on principles 
just to the several provinces.” If anyone can say that the present situation is 
‘Just to the several provinces,” it may well be asked what would be the 
conditions which would make the situation “‘unjust to the several provinces.” 


It is worthy of note that in the Order in Council appointing this Com- 
mission, the matters to be investigated and considered postulate the existence 
of certain facts which appear to admit the grievances of the provinces which 


are set out above. 


Hence one is led to the irresistible conclusion that our constitution as it 
stands at present has ceased to be an effective instrument of government. It 
should be amended so that the defects which have been pointed out can be 
removed, and so that it will meet the needs of to-day and will cease to be an 
obstacle to social progress and national development. 


It will, of course, not be overlooked that our constitution can be changed 
by progressive judicial interpretation. This is a slow process and it is unreason- 
able now to expect the courts to overrule the long series of decided cases and 
remould and refashion the Canadian constitution by “‘judicial legislation” so 
as to make it conform satisfactorily to the requirements of present-day social 
and economic conditions which are profoundly different from those which 
existed seventy years ago. Hence any amendment of our constitution must be 
made by legislative enactment and it is such an amendment that is referred 
to hereafter in this paper. 


The Imperial Conference of 1926 issued the famous report known as the 
Balfour Report. The main declaration in this report was: 
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CONSTITUTIONAL RELATIONS 


The Committee are of opinion that nothing would be gained by attempting to 
lay down a Constitution for the British Empire. Its widely scattered parts have 
very different characteristics, very different histories, and are at very different 
stages of evolution; while, considered as a whole, it defies classification and bears 
no real resemblance to any other political organization which now exists or has ever 
yet been tried. 


There is, however, one most important element in it which, from a strictly 
constitutional point of view, has now, as regards all vital matters, reached its full 
development—we refer to the group of self-governing communities composed of 
Great Britain and the Dominions. Their position and mutual relation may be readily 
defined. They are autonomous Communities within the British Empire, equal in 
status, in no way subordinate one to another in any aspect of their domestic or 

. external affairs, though united by a common allegiance to the Crown, and freely 
associated as members of the British Commonwealth of Nations.* 


The Balfour Report, however, does not refer to one respect in which 
Canada’s constitutional position is different from that of the other self- 
governing communities. The other self-governing communities referred to in 
the said report have power to alter their own constitutions. The Dominion of 
Canada alone of the self-governing communities has no such power. Its 
constitution makes no provision for its amendment. In the great matter of 
amending Sections 91 and 92 of the constitution, no amendment has ever 
been enacted. 


Hence it appears that it is not accurate to say that Canada is equal in 
status to those communities which have power to alter their own constitutions. 


The present situation emphasizes that there must be a reallocation of 
legislative power between the Dominion and the provinces. The recent 
decisions have linked the demand for reallocation to social and economic 
questions of the gravest import. 


The decided cases appear to establish that Sections 102 and 132 of the 
constitution should receive careful consideration along with Sections 91 and 92. 


The Government of Manitoba takes the view that the question as to 
what procedure should be utilized to effect amendments of the constitution 
is a topic which at present does not call for any suggestions. 


CONCLUDING OBSERVATIONS 


The Government of Manitoba, in closing this section of its submissions, 
desires to make some general observations as befitting the importance of the 
occasion. 


A consideration of the events, etc., which preceded 1867 tells us that 
difficult and strenuous times confronted the Fathers of Confederation. The 
sectional and political differences and the clash of controversy must have made 
the problems of Confederation seem almost impossible of solution. We cannot 
as yet and perhaps never will be able to distribute among the Fathers of 


*Page 12 of Summary of Proceedings of Imperial Conference, 1926, published by the King’s Printer, Ottawa, 
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CONSTITUTIONAL RELATIONS 


Confederation the credit which is due each of them for the part he played in 
consummating the union of these provinces. But sectional and _ political 
differences were temporarily forgotten, the clash of controversy was suspended, 
the Fathers of Confederation each brought to his country’s altar the highest 
powers and talents which within him lay. The British North America Act, 
1867, was the result. 


That Act served well the times for which it was enacted. But seventy 
years have passed since the Union was effected. That is a long period in the 
life of a young country like Canada. A new orientation of the rights of the 
citizens in relation to the government of the state has arisen. The brotherhood 
of man has a meaning now quite different from the meaning of 1867. The 
problems we have touched on above (and there are doubtless others) have 
widened the scope and altered the tempo and functions of government. 


Shall the march of progress continue or shall we in Canada remain in 
the mould of an age that is past? The constitution as it stands is not able 
to meet the new conditions. It demands amendments. 


Again, as prior to 1867, there are sectional and political differences which 
project themselves into the life of the people of these nine independent and 
autonomous communities which occupy the northern half of the North 
American continent. Again, as prior to 1867, the clash of controversy is heard 
in the land. The lessons of history teach us that a democratic people will not 
indefinitely suffer disabilities. In its last analysis the constitution of our 
country comes from the people. No great question is ever settled until it is 
settled right. 


The Government of Manitoba believes that the problems now before us 
are no greater than those of 1867. It believes that again sectional and political 
differences can be temporarily forgotten and the clash of controversy can be 
suspended so that the necessary changes can be made to enable our constitution 
to meet the problems which now confront us. 


The Government of Manitoba hopes that these submissions which are 
being made to this Commission, and through this Commission to the tribunal 
of public opinion, will serve some good purpose. 
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PART III 


THE EFFECTS OF FEDERAL MONETARY POLICY ON 
WESTERN CANADIAN ECONOMY * 


SUMMARY OF ANALYSIS AND CONCLUSIONS 


The purpose of this section is to examine the extent of disability placed 
upon Manitoba and the prairie provinces as a result of the monetary policy 
that prevailed in Canada from 1931 to 1936 and to compare it with a monetary 
policy that would have maintained the ability of the West to compete effec- 
tively on a price basis with its chief competitors in the world markets— 
Australia and the Argentine. It will be shown that the annual income to the 
grain growers of Manitoba upon their grain exports was 6 million dollars less 
than if the Canadian dollar had been kept in line with the Australian pound. In 
fact, the cost to all Manitoba grain growers about equalled the total taxes 
collected annually by the provincial government. Using the same basis, the 
cost to wheat growers alone in the three prairie provinces averaged about 
forty-seven million dollars annually, which exceeded the total amount of taxes 
collected by the municipalities of the three provinces. 


The prairie provinces export to foreign countries about 45 per cent of the 
value of their total net production, a proportion as high as, if not higher than, 
that of most important producing areas in the world. For Manitoba, the 
proportion of total production exported is about one-half of the average of 
the prairie provinces, that is about 22 per cent. But because the business of 
the elevator companies and grain concerns of Winnipeg depends not only 
upon the grain trade of Manitoba but also upon that of all of Alberta and 
Saskatchewan—Manitoba, including Winnipeg, is really more heavily dependent 
upon the export trade than this figure of 22 per cent would indicate. The 
rest of Canada (exclusive of the prairie provinces) exports abroad only about 
10 per cent of its total production. Thus, we see that Manitoba, Saskatchewan 
and Alberta are very much more heavily dependent upon export markets than 
is the rest of Canada. 


It is a simple truth that, as far as price is concerned, the seller of goods 
to buyers within his own country is concerned only with the price that he 
receives for his product. To the seller of goods abroad, however, there are 
two factors that determine the price the seller receives for his production. 
These two factors are: first, the price of goods in the foreign import country, 
and, second, the rate of exchange. The rate of exchange is equally important 
in determining how much that price yields him in his own country. 


* This submission is the work of A. R. Upgren. Assistance was given by H. C, Grant and the manuscript was 
read by J. Viner and A. H. Hansen, who gave many helpful suggestions. 
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Tue Errects or FeprraLt Monetary Pouicy 


We may illustrate this by a reference to Canada’s production of manu- 
factured goods, which generally do not enter largely into export trade, and 
whose producers are concerned only with the price within Canada. In contrast, 
the grain grower of Manitoba, who must sell abroad about two-thirds of all the 
grain he produces, is heavily dependent upon the price of grain in foreign 
countries. In fact, it is well recognized that this foreign price, or world price, 
sets the price even for the smaller portion of his crop which he sells at home, 
but which we have not taken into consideration in our estimate of the disability 
to the prairie provinces. But the grain grower does not actually receive pay- 
ment for his foreign sales in foreign currency; this foreign money must be 
converted into Canadian dollars. Thus we see that the rate at which the world 
price becomes converted into Canadian dollars has just as much to do with 
the price the Canadian farmer receives as the price of grain itself, in the 
Liverpool market, for example. 


During the depression, England purchased agricultural foods and raw 
materials in even larger quantities than before the depression. But to realize 
the situation in which the prairie province grain growers found themselves 
we must recall that in 1932 England got her supplies of food and drink from 
abroad at an average price in her own money, sterling, that was only 45 per 
cent of the price before the depression. Perhaps England’s greatest force for 
recovery was this low food cost. It allowed her people to spend a much larger 
amount for things produced at home, and it was this in turn that assisted 
greatly in bringing about her sharp economic recovery. But this great gain 
for England represented a loss to Canada. Although the grain and meat 
producers of Australia, New Zealand, and Argentina also suffered income 
losses of the same nature, these losses in income in terms of Australian, New 
Zealand, and Argentine money were kept to a very considerably lower level 
by the currency policy that was adopted in each of these countries. 


In these three countries, to prevent so drastic a decline in income to the 
producers of export commodities, the rate of exchange on England was per- 
mitted to rise (in contrast to an actual fall in 1932 for Canada). By this we 
mean that the number of Australian pounds that could be got for pounds 
sterling was increased by the action of the Australian government. An illustra- 
tion of the actual rate for Australia will help to clarify what is meant by this 
change in the rate of exchange. In the past the Australian pound had a fixed 
parity in relation to the pound sterling; this parity may be expressed as one to 
one, or more conveniently as one hundred to one hundred (100 to 100). When 
prices of wheat and wool fell so sharply in 1931, the Australian banking system 
allowed this rate of exchange to change at the request and with full indemnity 
of the government. The rate was changed to a rate, as the Australian puts it, 
of 100 to 125; i.e., 100 pounds sterling would yield in the foreign exchange 
market 125 Australian pounds. In contrast to the policy in Australia, which 
resulted in a 25 per cent increase in returns in Australian money to Australian 
exporters on foreign sales, the Canadian policy resulted in a decrease of almost 
20 per cent in the returns in Canadian money to Canadian exporters in 1932. 
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In New Zealand, as in Australia, the exchange policy resulted in an increase in 
returns of about 25 per cent; in Argentina the increase was almost 20 per cent. 


Let us trace the results of this policy for the wheat grower of Australia. 
The wheat grower of Australia, selling in the English market for a price that 
we assume without substantial departure from reality to remain unaffected 
by change in Australian currency policy, received in Australian pounds for 
every 100 pounds sterling worth of wheat sold in Liverpool, not just 100 pounds 
in value, but 125 Australian pounds. If the price of wheat in Liverpool was 
- unchanged, as we have assumed it to be (at least as far as any important 
quantitative change is concerned), the change in what we have called the 
second price-making factor, the rate of exchange, meant that the Australian 
wheat producer got a 25 per cent increase in his own money for the wheat which 
he sold abroad. As a result of the fall in the English currency value of the 
Australian currency in the period from 1931 to 1936, the producers of wheat 
in Australia secured, upon their average exports of about 125 million bushels, 
an annual increase in returns of about 18 million dollars, or about fifteen cents 


a bushel. 


It was just this that Canada did not do. The prairie provinces, however, 
do compete in the world markets, very largely with Australia and Argentina. 
Argentina also allowed her rate of exchange to depreciate, and to depreciate 
even more than the Australian rate. Thus, the currency policy of Canada did 
not permit her producers and exporters for the world market, by far the most 
important of which is the wheat producer, to compete on an equal basis with 
the Argentine and Australian wheat exporter. The losses to the grain growers 
of the prairie provinces resulting from this monetary policy have amounted, 
as pointed out, to an annual average of 47 million dollars since 1931. This 
has been measured by calculating the difference between the amount actually 
received for wheat exports and the amount that would have been received if 
the relation of the Canadian dollar to the pound sterling had been kept in 
line with the rate Australia maintained, always assuming that such action 
would have had no effect on the sterling price of wheat. 


The question naturally arises as to who would pay for the benefit Canadian 
exporters would have received from exchange alignment. The answer is that 
the classes in the community that must buy abroad pay higher prices for 
imported goods (or for domestically produced goods whose prices are fixed in 
the world markets) when the currency of a foreign country rises in value in 
relation to their own. Therefore, the buyers of imports that must be paid for 
in domestic currency of a reduced exchange value may be said to contribute 
in large part the very addition in funds which the sellers of exports receive. 


Keeping the value of the Canadian dollar in terms of the pound sterling 
in line with the sterling rate for Australia—a policy of currency alignment— 
involves, of course, certain offsetting burdens to the advantages that the 
export industries derive. These are primarily the increased cost of imports, 
mentioned above, and the increased cost of debt service abroad. Specific 
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reference is made to these two accounts because they are the two most 
important items in Canada’s balance of payments, and it is, of course, the 
total balance of payments rather than only the trade position that should be 
reckoned with. We suggest that the proportion of the West’s surplus export 
receipts (the balance after deduction of payment of its imports) required for 
debt service must be a minor proportion of this surplus. 


In order to illustrate this point let us assume—as is probably close to 
reality—that the proportion of total income absorbed in the payment of debt 
service abroad is uniform throughout Canada. We reach the conclusion that 
maintaining the value of the Canadian dollar greatly benefited Eastern Canada 
by providing at a lower cost (than would have been provided in the case of 
the policy of currency alignment) Eastern Canada’s foreign debt service, 
which was much greater in relation to its export balance than that of Western 
Canada. In the case of Western Canada, on the other hand, the gain represented 
by the enhanced price for agricultural exports would be absorbed only to a 
minor degree by the increased payments required for foreign debt service. 
This statement is based upon the fact that a very substantial proportion of 
costs in agriculture is the fixed costs of taxes and freight rates, which are 
payable in domestic currency, interest on that part of total indebtedness that 
is also payable internally, and the cost of supplies obtained from domestic 
sources whose prices are not determined in the world markets. Of the amount 
of agricultural income required for total debt service, we are, of course, 
interested in the proportion that is payable in domestic currency. That this 
is a major proportion can, of course, be shown by a comparison that would 
reveal the fact that indebtedness held abroad in every form against Canadian 
debtors is a minor proportion of the total indebtedness of Canada on every 
account. 


We have attempted in the following section to estimate the loss to Western 
agriculture of the failure of Dominion monetary policy to maintain equality 
in competition with Western Canada’s important competitors, Australia 
and Argentina. We believe the cost of failure to follow that policy is in part 
shown by the difference between the sum that would have been realized 
upon the exports of Western Canada had the policy of currency alignment 
been pursued and the sum that was actually realized. 


We realize that the rate of exchange as a part of monetary policy is not 
to be considered only by itself. Here we refer particularly to the policies fol- 
lowed in Australia, which attempted directly to reduce the burden of interest, 
to reduce wages, to reduce governmental costs, and to place an increased share 
of the governmental burden upon those receiving income from property sources. 
But we would assert that the predominant view of the literature on monetary 
policy in Australia is that the very cornerstone of her monetary policy is 
that aspect which relates to the exchange rates of the Australian pound in 
relation to the pound sterling. 


One illustration may suffice to show the connection between low interest 
rates and the rate of exchange. At a later point in this section we show that 
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that increase in the burden of service on Australian government debt held 
abroad which may be directly attributed to the rise in the London rate of 
exchange actually proved to be almost fully offset by the interest savings 
derived from the refunding operations which were made possible by the 
favourable trade balance resulting from the exchange depreciation. Moreover, 
the monetary policy in Australia clearly resulted in higher prices to farmers 
than would have otherwise prevailed. Without the monetary policy of depre- 
ciating the Australian pound against the British pound, the urban communities 
in Australia would have been receiving a bonus from the farmers in the abnorm- 
ally low prices of food. Thus, the monetary policy was merely a correction 
of an unbalanced price situation as between agriculture and other products. 


It has been observed that Western Canada finds its export markets 
(for wheat) chiefly in the United Kingdom and to a lesser extent in Continental 
Europe. In contrast, Eastern Canada finds its export markets largely in the - 
United States, especially for wood pulp and newsprint, and to a considerable 
extent for metals. As a result of what we may call these divergent or “‘crossed”’ 
channels of export trade, the actual policy pursued was much more injurious 
to Western than to Eastern Canada; this was because Western Canada sold 
in markets whose currency depreciated relative to the Canadian dollar, 
whereas Eastern Canada sold largely in the United States—a market with an 
appreciating currency. 


In summary it may be said that until 1933 the Canadian dollar appreciated 
against the British pound. As a result Western agriculture, which sold a great 
share of its wheat products to Great Britain, received a depreciated price for 
its wheat exports to that country. And the changes in the foreign exchange 
value of the pound sterling probably would not have greatly affected the 
price of wheat in England. In fact, in 1932, with quotas, exchange 
controls, and higher wheat tariffs in Germany, France and Italy, the main 
buyer of world wheat was England. Consequently, the price of wheat in 
Canada was dependent upon the English price converted into Canadian 
money with, of course, certain minor qualifications that are of minor quanti- 
tative significance. The policy of appreciation of the Canadian dollar relative 
to the pound sterling up to 1933 diminished the returns to Canada for its 
exports of wheat. In contrast, Eastern Canada, because, as we have pointed 
out, of larger sales in the United States, enjoyed an increase in returns from 
its exports due to the fact that the Canadian dollar was depreciated against 
the American dollar. Since prices, of newsprint, for example, were determined 
by conditions in the United States just as prices of wheat were determined 
to a very considerable extent by conditions in Great Britain, the actual rate 
of exchange vis-a-vis the United States dollar gave to Eastern exporters to 
that country a greater monetary return. Thus, we observe from the analysis 
of the channels of export trade of the various areas of Canada a great diversity 
of trends resulting from her pronounced economic regionalism, as_repre- 
sented by her three great primary industries, agriculture, metals, and wood 
and forest products. The resulting pattern of economic consequences may 
best be described as in the nature of a “whip saw,” for the West had its income 
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Z 
reduced at a time when its burdens had increased. This action, we have shown, 
resulted in detrimental effects to Western Canada and certain favourable 
effects to Eastern Canada, both the result of a single monetary policy common, 
of course, to all parts of the country. 


Note: The Australian Commission on Grants to the States of Western 
Australia, South Australia, and Tasmania acknowledged and measured the 
benefit of this exchange policy to the export industries in the three states 
mentioned. In fact, these benefits were estimated at amounts that were about 
equal to the losses caused to these three states by Australian tariff policy. It 
is also interesting to note that the Commission, in determining the amount 
of the disabilities to these three states arising out of national policy, deducted 
the exchange rate advantage from the losses due to tariff policy. In this way 
they arrived at a net loss amount. We wish to point out that in Canada the 
disability due to the exchange policy is to be added to the disability by the 
tariff to arrive at the gross loss. We consider later the disabilities to the prairie 
provinces which arise out of the tariff policy of Canada. 
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THE EFFECTS OF FEDERAL MONETARY POLICY ON 
WESTERN CANADIAN ECONOMY 


INTRODUCTION 


In the early period of the depression Dominion monetary policy was 
directed to maintaining the Canadian dollar at a value that it was believed 
would facilitate the continuance of payment of interest and principal on 
debt held abroad. In 1931 Great Britain abandoned the gold standard. In 
1933 the United States dollar departed from gold. After 1931 the value of 
the Canadian dollar was maintained at a level that was roughly midway 
between the value of the pound sterling and the United States dollar. After 
1933 it was held close to parity with the latter. This policy of Canada was 
believed to facilitate the maintenance of debt service abroad. It avoided, 
according to its adherents, “too great’? an excess cost of exchange in the 
United States to pay interest on the large volume of debt held in that country. 
It also was asserted that it avoided “too great’’ a loss on the large volume 
of Canada’s exports to Great Britain. 


If the Canadian dollar had been depreciated to the full extent of Australian 
currency, that action would have stimulated exports and restricted imports. 
It would have tended to yield an increased supply of foreign exchange that 
might have been fully sufficient to offset the increased cost of foreign exchange 
needed to service Canada’s indebtedness abroad. But regardless of what 
policy may have been in the true interest of Canada as a whole, the costs of 
the actual policy pursued rested most heavily upon Western Canada; and the 
advantages therefrom, whatever they may. have been, accrued to it in smallest 
measure. 


This conclusion is supported by data given in tables which follow this 
introduction to monetary policy. As is shown in Table 18 (which gives data 
for each of the years from 1930 to 1936), Western Canada produces more than 
90 per cent of all wheat produced in the Dominion. In 1930, for example, the 
total production of wheat in Canada amounted to 421 million bushels, of 
which 397 million bushels were produced in the three prairie provinces. Of 
this total Canadian wheat production, 54 per cent was exported (Table 9). 
In 1930 exports from the prairie provinces of four grains were valued at 
201 million dollars (Table 1), while their total net production of all goods of 
every kind had a value of 456 millions (Table 3). A comparison of the last two 
figures reveals that grain exports of the prairie provinces amounted to about 
forty-five per cent of their total net production of all goods. (Similar data for 
the years from 1930 to 1936 may be found in the tables referred to; their 
average reveals no substantial difference from the data for 1930.) Table 3 
reveals that the major exports of the non-prairie provinces (four metals, 
wood pulp, and newsprint) averaged about nine per cent of the value of the 
total net production of all non-prairie provinces. 
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These figures indicate that, to the prairie provinces, the importance of 
exports is from four to five times as great as it is to the non-prairie provinces. 
Therefore, regardless of whether the policy of maintaining the value of the 
Canadian dollar as it was maintained after 1931 was appropriate for Canada, 
that policy nevertheless weighed far more heavily upon the prairie provinces 
than upon the rest of the Dominion, for the receipts of the West from sales 
abroad are a far greater proportion than for the rest of Canada. 


Conversely, a policy of alignment of the Canadian dollar with the cur- 
rencies of the leading wheat exporting countries would have relieved the 
pressure resulting from extremely low agricultural prices. Western Canada 
would have been the greatest gainer from that policy since depreciation of 
the currency directly and immediately increases the income return to 
export industries. The increased returns to the West would have aided greatly 
in the restoration of the most important markets for the products of the East. 


There are, of course, certain offsetting burdens to the advantages of cur- 
rency depreciation. These are primarily the increased cost of imports and the 
increased cost of debt service abroad. These two debit items are the most 
important in the Canadian balance of payments. (See Table 22 for data on 
Canada’s balance of payments, 1927 to 1935.) However, the amount of the 
West’s export receipts (after deduction of the cost of its imports) required for 
debt service is a minor proportion of such receipts. As the cost of debt service 
amounts to about one-half of the country’s export balance, the proportion of 
the West’s share in this debt burden is very much smaller in relation to its 
export receipts. This conclusion is further supported by the fact that the fixed 
costs of taxes, of freight rates, and of interest on that part of total indebtedness 
payable internally together constitute a substantial proportion of costs in 
agriculture and are all payable in domestic currency. On the other hand, 
maintaining the value of the Canadian dollar greatly benefited Eastern Canada 
by enabling it to maintain its foreign debt service at a lower cost than would 
have prevailed in the case of currency depreciation. 


The loss to the West from the failure of Dominion monetary policy to 
maintain equality in competition with Australia and Argentina is shown by 
the difference between the sum that would have been realized upon the exports 
of Western Canada had the competitive policy been pursued, and the receipts 
which were actually realized. } 


1. We realize that the rate of exchange as a part of monetary policy is not to be considered by itself alone. 
Here we refer particularly to the policies followed in Australia, which included attempts directly to reduce 
the burden of interest, to reduce wages, and to place an increased share of the governmental burden upon 
those receiving income from property sources. But the predominant view held in the literature on monetary 
policy of Australia is that the very cornerstone of the policy is that part relating to the exchange rate of the 
Australian pound. One illustration may suffice to show the interconnection between low interest rates and the 
rate of exchange. At a later point (in the case of Australia) we show that the increase in the burden of service 
of government debt held abroad (which may be directly attributed to the rise in the London rate of exchange) 
actually proved to be fully offset by the saving in interest charges secured by refunding operations, Moreover, 
the monetary policy in Australia clearly resulted in higher prices to farmers. Without the rate of exchange 
policy (depreciation of the Australian pound against the British pound) the urban communities of Australia 
were getting a bonus from the farmers in the abnormally low prices of food. Thus, the monetary policy was 
merely a correction of an abnormal price situation as between agriculture and other products. 
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Western Canada finds its export markets (for wheat) chiefly in the 
United Kingdom, and to a lesser extent in Continental Europe. In contrast, 
Eastern Canadian export markets are largely in the United States. Because 
of what we may call these diverging channels of export trade, the Dominion’s 
monetary policy was much more injurious to Western Canada. 


Until 1933 the Canadian dollar appreciated against the British pound. As 
a result, Western agriculture, which sold a great share of its wheat production 
to Great Britain, received even less for its wheat exports to Great Britain 
than if the Canadian dollar had been maintained at parity with the pound 
sterling. This assumes that the changes in the foreign exchange value of the 
pound sterling would not greatly affect the price of wheat in England. In 
fact, in 1932, with quotas, exchange controls, and higher wheat tariffs in 
Germany, France, and Italy and other countries, the main buyer of world 
wheat was England. Consequently, the price of wheat in Canada was depend- 
ent upon the English price converted into Canadian currency, just as the 
price of newsprint was determined in the United States. 


In summary it may be said that appreciation of the Canadian dollar in 
terms of the pound sterling up to 1933 diminished the returns to the West 
for its wheat exports, while Eastern Canada, selling much more largely in 
the United States, enjoyed an increase in returns from its exports, as the 
Canadian currency was depreciated in terms of the American dollar. 


PosiTIon oF ForEIGN TRADE IN THE Economy oF EcoNomIc 
REGIONS OF CANADA 


If attention is directed to some of the more important Canadian exports, 
it will be found that the proportions exported vary widely for different economic 
regions. This is illustrated for the West in Table 1, which provides data on 
(1) total Canadian exports, (2) total Canadian exports of four grains—wheat, 
barley, oats, and rye, and (3) the amount of these four grains exported by the 
three prairie provinces, Manitoba, Saskatchewan, and Alberta, and by 
Manitoba alone. 


Taste 1—Revation or Prairie Province Grain Exports to Toray CANADIAN 
Grain Exports anp To ToraL CANADIAN Exports 


(In million of dollars) 


Value of: 1930 1931 1932 1933 1934 1935 1936 


Total Canadian exports of all classes. . .799.7 600.0 528.1 666.0 756.6 849.0 1,061.2 
Exports of four grains: 


Or Cana dara sntr ets sisters ote Dimes 913.1 151.3 160.1 142.6 164.5 206.9 265.8 
For prairie provinces............- 200.7 137.8 150.4 ~ 182.0 153.0 191.8 241.1 
POrManitoODatrats se asec len eres 22:4 14.7 16.4 16.7 23.2 17.8 34.6 


nnn 
Ratio of prairie province grain exports { 

to total Canadian exports.......... 25.1% 22.0% 28.5% 19.8% 20.2% 22.7% 22.8% | 
TS igh rag yi Atal Sa tS a OR A ete Sa RO eee ES SENS SAL Es ORES Sth REE 


Source: Canada Year Book, data on export and production, Table 13, and Table G of Appendix. 
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The amount of exports from the prairie provinces as given in Table 1 
has been determined on the basis of production figures, by assuming that the 
proportion of Canadian grain exported by the prairie provinces is the same as 
the proportion produced by them. The figures have been calculated for each 
item separately. Mention is made of the method employed for the reason that 
it is used more extensively below. Canadian grain exports consist almost 
entirely of prairie province grain because grain production elsewhere in Canada 
is largely locally consumed. As a result, the above figures for grain exports of 
the prairie provinces are conservative. 


Table 1 reveals how important are Canada’s grain exports to her foreign 
trade and, because of the importance of her foreign trade, to her national economy. 
These exports roughly averaged about 25 per cent of the total exports of 
Canada. The range in the period considered was from 28.5 per cent in 1932 to 
19.8 per cent in 1933. The exports are, of course, predominantly wheat. 


TaBLE 2—RELATION OF Non-PRatRiE Province Exports or MINERAL AND Forust Propucts 
to Toran Canapian Exports or MINERAL AND Forest Propucts aNnp to Toran CANADIAN Exports 


(In millions of dollars) 


Value of: 1930 1931 1932 1933 1934 1935 1936 


Total Canadian exports of all classes. ..799.7 600.0 528.1 666.0 756.6 849.0 1,061.2 


Exports of four metals, wood pulp, and 
newsprint: 
PoriCanadameran nce eee: 199.7 168.2 117.2 156.1 169.6 202.9 251.8 
For non-prairie provinces.......... 199.5 164.7 114.1 152.2 166.3 198.3 245.8 


Ratio of non-prairie mineral and forest 
exports to total Canadian exports... 25.0% 27.4% 21.6% 22.9% 22.0% 23.4% 23.2% 


Source: Canada Year Book, data on export and production, and Tables H and I of Appendix. 


In Table 2 attention is directed to the exports of the forest and mine—the 
next two most important foundations of the Canadian economy. We find that 
the value of the exports of four non-ferrous metals (nickel, copper, lead, and 
zinc) combined with the exports of two forest products (wood pulp and news- 
print) were, in each year from 1930 to 1936, about equal to the total exports 
of the four grains considered above. The data cover total exports by Canada 
of the items included and the share of the non-prairie provinces in the exports 
of these specified items. As for the grain exports in Table 1, total exports of 
the non-prairie provinces have also been calculated on the basis of total 
Canadian figures, by assuming that the proportion of their exports is equal to 
the proportion of their production. The proportion of four metals, wood pulp, 
and newsprint exported by the non-prairie provinces to the total Canadian 
exports ranged from 27.4 per cent in 1931 to 21.6 per cent in 1932. This is 
about the same as the proportion of Canadian exports made up of four grains 
from the prairie provinces. 


Next in importance to exports of grain and of mineral and forest products 
stand precious metals, primarily gold, and certain animal products, taken 
collectively. Each of these items makes up roughly from 10 to 12 per cent of 
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total Canadian exports. The inclusion of these two items would extend the 
analysis but hardly change its results, inasmuch as gold is chiefly an export 
of the non-prairie provinces, and exports of animal products of the prairie 
. provinces. 


Table 3 indicates the importance of the exports of grain and of the four 
base metals, wood pulp, and newsprint to the respective economic areas of 
Canada in which they are produced. The prairie provinces are strikingly more 
dependent upon foreign trade than are the non-prairie provinces. This is 
indicated by the fact that from 1930 to 1933 the proportion of their total 
net production represented by exports (of the specified grains) was never 
less than four times as great as the proportion of the total net production of 
all commodities of the non-prairie provinces represented by exports (of four 
base metals and wood pulp and newsprint). 


TaBLe 3—CoMPARISON OF PRropucTION oF PRAIRIE PRovinces, ManitoBa, AND Non-Prarrie Provinces: 
ToraL Ner Propuction, VaLure or Export Items, AND PERCENTAGE OF Net Propuction REPRESENTED 
BY TuEese Exports, 1930 to 1935 


(Net production figures are in millions of dollars.) 


Value of: 1930 1931 1932 1933 1934 1935 
Prairie provinces: _ 
Total net production............ Poo G Oa.c 456.2 419.0 375.4 346.9 376.1 393.9 
Grain exports as percentage of their total net 
EEL AR © nee 44.0% 32.9% 40.1% 38.0% 40.7% 48.7% 
Manitoba: F 
Grain exports as percentage of its total net 
PLOOMOMON NC ine ets Sot rene inh Seneca em 16.1% 12.0% 16.3% 16.9% 21.8% Mes 
Non-prairie provinces: 
Motalmetyproductlonia. scttsce nee cs 4s sees 2,727.7 9,153.8 1,729.5 1,715.4 1,857.6 2,000.8 


Exports of four metals, wood pulp, and news- 


print as percentage of their total net pro- 
CAUCE OTE Paes tee iste si ial lauia, Sialls Shensnans 1.3% 7.8% 6.8% 9.1% 8.9% 9.9% 


Source: Canada Year Book, data on production, and Tables 1 and 2 above for exports. 


It is true, of course, that these two main export groups considered above 
include only about one-half of the total exports of Canada. However, if the 
analysis were extended to measure the proportion of total foreign trade to total 
production for the prairie and non-prairie provinces, respectively, the above 
picture would not be substantially changed. In fact, if all exports not covered 
by the above tables were credited to the non-prairie provinces, their exports 
would still approximate only 22 per cent of their production, or but one-half 
of the prairie province grain exports. Another fact emphasizing these results 
is this: of the exports which are not considered, a substantial amount originate 
in the prairie provinces. Consequently, in no event can this area be less, we 
may say, than about three times as dependent on export markets as the rest 
of Canada. Based upon 50 per cent of Canada’s foreign trade its dependence 
is, as has been indicated, at least four times as great. For Manitoba the import- 
ance of foreign trade in these major items is twice that for the non-prairie 


provinces. 
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Tue Errects oF FEDERAL MonetTARY Po.uicy 


Position OF CANADIAN ForrEIGN TRADE BY PRINCIPAL 
ComMopbItTy CLASSES 


We wish ultimately in this section to examine the effects on the economy 
of Western Canada of Dominion monetary policy, particularly of the rate of 
exchange that has recently prevailed.? The effects of federal tariff policy are 
considered in another section,? though these effects, of course, relate also to 
the foreign trade position here under consideration. 


We may first direct attention to data covering the total external trade of 
Canada. Exports and imports in recent years and in 1926 (which has been 
generally adopted as a base year by the Dominion Bureau of Statistics) are 
given in Table 4. It will be observed that imports declined much more slowly 


TABLE 4— Exports AND Imports or CanaDa: Totat VALUE AND INDEXES or ToTaL 
VaLug, 1926 anp 1931 To 1937 


(In millions of dollars) 


Year Ending Exports Imports _ Indexes (1926=100) _ 
March 31: Exports Imports 
UD 2 Oe Ne cn ova aiteits eraiste) 2 Sundisba sheen is 1,321 937 100 100 
1163) Le Pest oe, eb So a 800 907 61 98 
OS 2 terete ee ree tinct: Min Stn stas cet ai cider ate lates 600 579 A5 62 
BOSS a wtsyere cee Stes, oie ota a e/a lo adica is couse 528 406 40 4h 
OSA SAE te ecWake solertinnt tate ace lien ae 666 434 50 AT 
MERI Sob Ban SS CeO ST Spe eEo 757 522 57 56 
OSG eerie eee ar cstehes eusne eto oeesy ans Sea ee 849 563 64 61 
NOSTRA eR ieetanpenstrad nits, Sooty 1,061 672 80 72 


Source: Trade of Canada. 


than exports and that not until 1934 did exports gain relative to imports. 
Whatever currency or exchange policy might have been desirable, a policy 
that would have tended to induce retardation of imports and expansion of 
exports would have been “‘fair’’ (with respect to other countries) in the sense 
that it would have only sustained, not improved, Canada’s competitive 
position. And it would have made easier thereby the maintenance of Canada’s 
debt service abroad. 


Table 5 supplies indexes of the average unit price and of the physical 
volume of total exports and total imports. These data reveal that the physical 
volume of Canadian imports increased very substantially in 1931. In fact, 


2 The problem is complicated by the fact that the effects of the rate of exchange cannot be segregated from 
effects due to related causes, such as credit expansionist policies. We make a number of references to Australia’s 
exchange policy, but we recognize that other policies helpful to that country were also adopted. But we would 
point out that the rate of exchange is the important aspect of what 1s referred to as monetary policy when 
foreign trade is used to measure the effects of that monetary policy. In fact, credit expansionist policies generally 
exist only where there is freedom of action with respect to the rate of exchange. As Ohlin and others have 
shown, the initiation of credit expansionist policies in the present depression period, for many countries, could 
only follow the adoption of a “‘free”’ currency. 

3 See Part IV, The Effects of Federal Tariff Policy on Western Canadian Economy. 
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Tue Errects or FeprerRAL Monetary Pouicy 


TasiLe 5—Exports anpD Imports or Canapa: InpDExES of AVERAGE Unit Price anp Puysican 
VoLuUME ror ALL CommopiTixz8, 1926 To 1936 


(1926=100) 
EXPorTs Imports 

Year Ending Index of Index of Index of Index of 
March 81: Unit Price Physical Volume Unit Price Physical Volume 
TOG 3 eth Anite le ete ts 100 100 100 100 
OS meteesenac rere atmos eee sie 73 83 78 126 
LOS SRR set hete inate rres co aee 58 78 65 97 
VOSS Seman eat hie © snscsnos) : 52 78 54 81 
MOSS rae ri tir acer wae ceees 60 84 58 80 
LOSS RTE 6 Ths ticle 63 91 64 88 
DOS Gy acta Pae cies = fcc 66 97 64 95 


Source: Trade of Canada. 


from 1926 to 1931, imports increased from an index of 100 to an index of 126; 
during these years the physical volume of exports decreased to a level of 83. 
With the sharp decline in prices that took place as the depression deepened, 
the balance of trade, a “favourable” balance for Canada, declined very rapidly. 
Even if imports had not increased proportionately to exports, the great decline 
in prices and the smaller decline in physical volume of trade necessarily resulted 
in a smaller excess value for imports over exports. 


Tables 6-8 give indexes of price and volume for four of the most important 
export classes and two very important import classes; these data are presented 
in order that the relation of important constituent items may be observed in 
more detail. Table 6 deals with exports of agricultural and vegetable products 
and of animals and animal products; the value of the first two mentioned 
is more than twice that of the latter two. The prairie provinces are, of course, 
the principal exporters of agricultural products; they are also exporters of 
animal products to a considerable extent. 


TaBLE 6—INpDEXES OF AVERAGE Unit Price anp Puysicat VotuMEe FoR Totau CANADIAN Exports oF 
AGRICULTURAL AND ANIMAL PRoDUCcTS 


AGRICULTURAL AND ANIMALS AND 

VEGETABLE PrRopuUCcTS ANIMAL PRopuUcTS 
Year Ending Index of Index of Index of Index of 
March 81: Unit Price Physical Volume Unit Price Physical Volume 
OD Giese SAE cy ous 100 100 100 100 
ROS ere veneers het s neers ah 60 80 96 46 
TES ASR cai eras es lear thas ain rae 46 73 63 57 
LOSS a Ret- cee oe soe Pees AZ ~ 80 5S ‘ 53 
MOS 4. ARES. ee Shoo reese 51 66 61 65 
OS Sree ee ice fovtss o leaaeo 59 63 65 70 
LO SOM TERT Ae dito aig) «eating 59 68 68 78 


Source: Trade of Canada. 
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THE Errects or FeperaLt Monetary Pouicy 


It will be observed from the data in Table 6 that the lowest price level 
for agricultural and vegetable exports existed in the year ending March 31, 
1933. The average unit price in that year was but 42 per cent of the price in 
the base year, 1926. As was indicated in Table 5, the index of unit price of all 
exports for 1933 was 52, or about 20 per cent above the index for agricultural 
products in the same year. It will also be observed that by 1935 and 1936 the 
price of agricultural exports had recovered to 60 per cent of the 1926 level, 
but that the volume of these exports was still only about two-thirds of the 
1926 volume. Consequently, exporters of agricultural products, chiefly grains, 
found that that part of their money income that was derived from exports 
declined by 40 per cent in average price and by about 33 per cent in total 
volume. No parallel to this great decline in volume and price existed for any 
other important class of Canadian exports. 


As to animals and animal products, exporters in 1933 found both their 
volume and their average price level reduced to 53 per cent of the level that 
prevailed in the base year 1926 (fiscal years). Even by 1936 the price of animal 
product exports had recovered to only two-thirds of the 1926 price level, and 
the volume of these exports was still but four-fifths of the volume in 1926, 
despite sharp gains in cattle exports in 1935 and 1936. 


Table 7 gives data for two other important classes of Canadian exports: 
all non-ferrous metals and all wood and paper products. As above for agri- 
cultural and animal products, indexes of unit price and physical volume are 
listed. It will be observed that these exports combined approximately equal 
total agricultural exports (not including animal products). 


TaBLe 7—INDExES OF AveRAGE Unit Price anp Puysicat VoLtuME FoR ToTaL CANADIAN Exports oF 
Non-Frerrovus MretTauts AND Woop AND PaPrerR Propucts 


Non-Frrrovus Metars Woop anp PAPER 

AND THEIR Propucts Propucts 
Year Ending Index of Index of Index of Index of 
March 31: Unit Price Physical Volume Unit Price Physical Volume 
LO DG Meee par dc talons s+ Saale leases 100 100 100 100 
OS Tree sevexen cysts sks couecoienore 81 106 85 97 
OS Ota e igor resets tre cor onre cious 57 158 76 83 
OSS Mery Chet bree 56 170 65 66 
OSA ete ici anehe creo sileua 78 212 58 89 
OSD pre creche ee recite arenes Leys 249 57 101 
BUS LN ae an a er 91 229 57 114 


Source: Trade of Canada. 


The position of the mining industry of Canada in recent years is striking. 
Although the unit price of exports of non-ferrous metals declined to a level 
of 56 in 1933 as compared to 1926, this unit price had recovered to about 90 
by 1936. But in the same period the volume of exports of non-ferrous metals 
increased to more than double the volume of 1926. The sharp recovery in volume 
was at first largely due to general world recovery and to the increase in the 
price of gold. But the continued improvement in both price and volume is 
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perhaps more to be associated with present rearmament in Europe. In this 
connection it may not be amiss to point out that the present plight of agri- 
culture may later apply to the position of important branches of the mining 
industry, since they have developed to so great an extent upon what may 
prove to be not a permanent basis—that is, rearmament and a recovery in the 
production of durable goods that cannot be sustained when post-depression 
replacements are substantially completed. 


During the depression wood and paper exports experienced a sharp decline 
in unit price quite proportionate to the decline in agricultural prices. This 
situation is slowly being relieved, partially by large increases in output and 
in prices of newsprint paper, as well as by the anticipation of further price 
increases. In 1935 and 1936 their volume increased substantially, about 50 per 
cent as compared with 1933. 


As we have shown, export receipts of agriculture fell, at the low point in 
the depression, to less than 40 per cent of the receipts in 1926. For animal 
products, the receipts in fiscal 1937 were slightly less than 50 per cent of 1926 
receipts. But for non-ferrous metals, the receipts were no less than double 
those of 1926; and for wood and paper exports, receipts are rapidly approaching 
the levels of pre-depression years. We now contrast this survey of Canada’s 
four important export industries (which accounted for 88 per cent of total 
exports in the fiscal year erided March 31, 1937) with the record of ¢mports of 
iron and its products and of non-metallic minerals and manufactures thereof 
(which accounted for 40 per cent of the total imports of the same year). Imports 
of iron and its products include a large proportion of durable manufactured 
goods; the non-metallic imports include the very important non-durable items 
of coal and petroleum products. Table 8 furnishes the index of unit price and 
physical volume for these two classes of imports. 


Tasie 8—Inpexes or Averace Unrr Prick anp Paystcat VoLUME ror TotaL CanaDIAN [mrorts or [Ron 
AND Its Propucts anp Non-Mertatuic Minerats 


Iron aNnpD Irs Propucts Non-Merauiic MINERALS 
Year Ending Index of Index of Index of Index of 
March 31: Unit Price Physical Volume Unit Price Physical Volume 
OSG baat cca A Foieue store ah tne ic ec 100 100 100 100 
Ths f ee Geo ene Cetera 99 107 79 139 
LOS Fe Pana eet ccs Wee sce 8 98 - 55 62 119 
GU os I a ble lg a Ae Sie 34 - 66 96 
OSS cas ean re cetera nt 82 47 58 104 
DOB Bhs Oe ae te eel ain 85 65 70 105 
OSG Me racesckeks aes eine os ees 88 42 65 117 


Source: Trade of Canada. 


It is apparent that the price of imports of iron products declined but 
slightly, although the physical volume of the imports declined very substantially 
in the three years 1932, 1933, and 1934. The price of coal and petroleum 
products declined to two-thirds of the level prevailing in 1926. (In 1926, 


15 


J 
a 


i 


BENE to Fabes eng RY nd 


aN et dil fs aneg n wa ee 


Pest =f Py hinds 2 
<a titi 


csi : ate 


ye 
broek tr thes Wei , 
vs banat elltiirin, jeder | we ie x or 


ai Upicieg +cat oath te by ta enn 
1) gobs 


banitne 9? on 


alls dy Hat eat on Se 


sAgararlrnextey the TB i get oriak a lueunn ee wi body a mn 08et a oft . 
& febpavitye ) Ws Meaty the Bd uate wna Ye 1G leary a ne D i 
Fit” fy Hae ye ‘tay Pi Wy it a : i 7 
ne wivogedy ty Fein id Agvet ai a , 


wopodt. tao Ley shea bury alae: 
clandaeke (a7 pane Mi oe ‘ 
rrr tralia ote meine Tay av 
eninge tile by ann Henan bad 
tet wang flats to cots 0 


5. ’ “I +! a 7 
Hi > ravenna wa and Laue ay. ca mies ear Maths wu janet 8 nek! 
: Mapes or 
43 re ae Ee ee em mite 


Lr | 


qf ‘Byrn satin ao 


- f= “2 ~ J © ih - 

a Ce. sual : Aaa ege aNTs on. an ee 

= Vip ~ ye bay opal L, 11 ghetto si me) ” Sere ee ier ens 7 : ' 

+ Oa PMY Pa i mA . 7 ie ay _ cm a, if Rot . el) teed Bie Fy 

oi . ae ee. ee nee) ay te ~  eLinahe 
i te : an 6 es i: is ; Ds sak ie iy SOE 
Oe ) or a: 4 : , a 
oH et eto | i , “at 
Pay } Lee | 
re - 


a lid;7 , 


ia 


Tue Errects or FeperaLt Monetary Pouicy 


however, prices for petroleum in the United States were relatively high and 
the price of coal may have been affected by conditions in the United Kingdom; 
these two commodities are perhaps the only two for which 1926 is not a desir- 
able base year for comparison.) The quantum of coal and oil imports has been 
above the volume of the base year in every year except 1933, when there was 
a decline of only 4 per cent. In the period since 1930 imports of crude petroleum 
have increased approximately 10 per cent in volume over imports for 1930. 
This is fairly consistent with the total sales of gasoline in Canada. But it should 
be pointed out that although total sales of gasoline were fairly well maintained 
in the Dominion as a whole, sales in Manitoba declined by as much as 25 per 
cent from 1930 to 1934. In Saskatchewan the decline was more than 50 per 
cent.4 

We shall consider later some of the causes of the unfavourable position 
of Western agriculture. But it may be stated at this point that Western agri- 
culture stands in the unhappy position of depending most heavily of all main 
industries in Canada upon export markets, and that it has had the most 
unfortunate experience of all these industries in the volume of its export 
trade and the prices at which that volume has been sold. 


Position oF WHEAT IN CANADA AND OF CANADIAN WHEAT IN WorLD TRADE 


Normally Canada exports about 60 per cent, in some years much more, 
of its production of wheat, 90 to 95 per cent of which is grown in the prairie 
provinces. As pointed out earlier, these exports of wheat account for about 
two-thirds of all Canadian agricultural and vegetable product exports, and 
for about 40 per cent of the total net production of all types of the three 
prairie provinces. 


TABLE 9—PRODUCTION AND Exports or WHEAT FOR FouR 
Countnrizs, 1930 anp 1934 


(In millions of bushels) 


1930 1934 
Country Wheat Wheat Percentage Wheat Wheat Percentage 
Production Exports Exported Production Exports Exported 
Canada wie re 421 228 54% 276 144 52% 
INDRGLUNE a a boy 6 fn oe OG ane 213 128 60% 134 75 56% 
IAT SENLIT Ale eaten mee 236 118 50% 241 176 73% 
United States ..6 sas. 858 i, 9% 497 2 es 


Source: Canada Year Book. 


Canada’s principal competitors of importance in the world wheat market 
are Australia, Argentina, and in normal years, although not recently, the 
United States. Table 9 gives data on production, exports, and the percentage 
of production exported from these countries in 1930 and 1934. It will be 
observed that Canada, Argentina, and Australia each export approximately 
the same proportion of their total production of wheat. In contrast. even with 


4, Figures for gasoline sales are regularly available in the Canada Year Book. 
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normal crops, the United States may hardly be expected to export any more 
than 20 per cent of its production. As far as can be concluded on the basis of 
these data, Canada, Australia, and Argentina are fairly comparable with 
respect to their total production of wheat. But in Canada wheat is the foremost 
export; in Argentina, meat; and in Australia, wool. In order to show the 
predominant position of wheat in Canadian economy, Table 10 lists the eleven 
most important Canadian exports and their export value in the year ending 
March 31, 1936. 


TABLE 10—Va.ue or EL.even Leapinc Exports or CANADA IN 1936 
(In millions of dollars) 


Amount Amount 
Commodity Exported Commodity Exported 
Wiheat Atte: #yebe tbs. as strtlae « 149 Automobilese® . .ae\tetsyss + oot 24 
Newsprint paper............ 91 CODDEE Pine ee ee 24 
GOGte ees es Fe PN en om 83 Wiest flour) Drone. ena 19 
INickelpgpiees Sutin: Sse tiie 42 
WY OOC ORIN MG occa cs Ny anit 28 TOGA ieee mans aes ees 536 
Planks and boards........... 28 All other exports. ......... 313 
Pistia Ase Wake is ding ge 24 — 
IM CAUS A ptr Aa eaoste at Secs Bsus 24 TPotall exports isms e so 849 


Source: Trade of Canada. 


Export Prices oF WHEAT IN CANADA, AUSTRALIA, AND ARGENTINA 
COMPARED WITH THE Import PRICE IN THE UNITED KINGDOM 


The data given in Table 11, based upon Table D in the Appendix, provide 
indexes of the export price of wheat in domestic currencies for Canada, 
Australia, and Argentina and the import price of wheat in the United Kingdom 
in pounds sterling. The comparison of the domestic price of wheat exports 


TaBLe 11—Export Price Levers ror WHEAT IN CaNnaDa, AUSTRALIA, AND ARGENTINA, 
AND THE Import Prick FoR THE UnitED Kinepom, 1926 to 1936 


(1926 = 100) 
Indexes of Export Prices Index of Import 
’ _ Price for 

Year Canada Australia Argentina United Kingdom 
OSC Ae Rane chs hse. shin ago “100 100 100 100 
LOST ore cwis aces fied Pee is 93 98 82 94 
LOZSEE Lee chee es 81 88 82 85 
FOO as tesidcns Stee a? 86 88 73 79 
NOS Ola ee tac pia vecsiveqsie ss 57 44, a 63 
OSL eet serch ws ete 43, 54 44 39 
TS PA ert oun BPRS, ie cae 38 - 53 114 AT 
TOSS mre eatete as Geer oe 48 51 95 42 
OSA eA Aries oko aea a 56 54 107 41 


TIO iSch oct Eh coos Sica. OBS 58 65 123 46 


Source: Table D, Appendix. 
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reveals that only in Canada did the price fall below 40 per cent of the 1926 
level. Moreover, only in Canada did the price of wheat remain for three years 
below 50 per cent of the 1926 export price, the average for 1931-33 having an 
index of 46. In both Australia and Argentina the price declined to a low point 
of 44 per cent of the 1926 level, but after 1930 and 1931 there was a 20 per cent 
recovery in the price for Australia and an even greater recovery in the price 
for Argentina. In other words, the trend of the export price of wheat was 
upwards for Australia in 1931 and for Argentina in 1932, but in 1932 the very 
lowest prices of the last decade prevailed in Canada. It has been said that 
countries producing raw materials were the first in and the first out of the 
depression. This statement does not appear to be applicable to Canada. The 
price movements here commented on are considered in more detail in con- 
nection with the exchange rate, which, of course, is the factor permitting the 
diverse trends we have observed. 


The prices which have been compared are, of course, price levels in 
domestic currencies, but it is this price in domestic currency, together with 
volume of production, that determines the income of the producer. The domestic 
price of wheat in the producing countries is determined in part by the Liverpool 
price and by the rate of (sterling) exchange. 


Wueat Exports AND THE Monetary Pouicy or AUSTRALIA 


Some light may be thrown on the wheat export situation in Canada by 
first considering the experience of Australia. The heavy depreciation of the 
Australian pound in terms of the pound sterling occurred in the month of 
January, 1931. From 1929 up to that time the Australian pound had been 
held fairly close to parity. The depreciation in 1930 had averaged only about 
5 per cent. But from the last of January, 1931, to the end of that year 100 
pounds sterling commanded 130 pounds Australian, and since 1931 the rate 
of exchange has been pegged uniformly at 125. This rate means that the 
pound sterling has appreciated by 25 per cent or, in other words, the Australian 
pound has depreciated by 20 per cent. 


When this exchange rate of 125 pounds sterling to 100 pounds Australian 
is used, exports of Australia to the United Kingdom produced, in Australia’s 
own currency, an increase of 25 per cent in her export receipts, assuming sterling 
prices to be unaffected by Australian depreciation. We may consider, briefly, 
the total amount of the premium thus secured for Australian wheat exporters. 
Table 12 gives data on production of wheat, on exports of wheat and flour, on 
the value of these exports in Australian pounds, and on the increment of this 
value resulting from the exchange premium of 25 per cent. It will be observed 
that the increase in value is calculated only on the quantity exported. This 
increase in price would, of course, favourably affect the domestic price. 


It will be observed that despite a very low level of exports in the past two 
or three years, the exchange policy netted an increase of 18.3 million pounds, 
or very roughly, 90 millions of dollars, to wheat exporters upon the quantity 


18 


ATM at 2 oy IW. eee 
, a us aie ii f 


i 


_ —— 


ce te. 


th pe 4 hy 
ca mis SR Ka | 
re Pik i U ie Ne ‘ nee os kel ais 
Pi s at sith , ; 4 
evs ie oe ] a3 
’ } P $ a2 a q g ad - 


eae lt ee pd pdlnds bois 3 aitshave aslo sth sutenge aol 0 og 
ea tia ie ve hy 


in 
G Haha ri holy | y 
ad? oto death otki fit atl serit gulf 08 ‘a 
ofT skhendd of sldirilgae st oF te ant on 
= (1005 | ath Tiglivh arom at bebe bie 4 ae ro 
anh anirridirien usted wilt ai rus iw oh a 3 ee heal amie fe 
TC, Hi sp rita 4) ora Tetras . y 
ii sites, setsey tite, Wea 1 boroleheenan 9 eral boid ‘dni ee en: 
ie oiliieat pnstive sitvstelb api Sopp aed bay dud Bot peter i me 
agteyinal i et pi +e sh aati zoinsmiob,. | : ies ae ae lov i) 
loc "iy 2 ad rio ith if j (UTED | "pr IR 0 s9itg 
| in vend he shat sat 4d han solig 


enannwant lt ey eorul RATHI aK ies ence rary 


ud abut Pf stalls Prone: yea ant nu rors? (ciel Yneie friyil sewoe 
ssih Aca hb eiA be Syn oid, cnt Netra Bae vp nate ok yihabbwoy tay 


fev, (ids scki act barges ‘geeky pia to parey-nt Bawoq natlenien é 
wad Lat weaaiag trite odt ‘ig beer worl. ROL gaat 
Lie alee: linge nee abel UAT, op tt 1 & y Of ohols th 1 blot 
GOL were ‘aaht to: Gin ode at eeu ie i to foal a omit JU dries wep GY. 


Set sd EMT, ne hw, by: bebnamines gaiteds ebay. 

eld inila, enaouy oder’ ‘ir eet “ar aa hoyxeq seed sad seman fo 
iniartiek ol savride ‘mle, iti crea: aaa tu Fy fades snl snide bavog 
 atrooty tite OR td, betainangaly aadl Dinsad 


ie soe te her opidoze att nad 

Liguuat, odd ot ntlaans To. aro, eboeu gi 

etal yy; 2 lites, pipet ate 3.49) £4 eae Be tosesatss ra £8 YOM PLS eo 

Kana [Ashik “Kh ete ee tec aitaaia A oe botowtaats od od bovine 

StS toad el ye, fast daregy 704, be hae dbtoieag old Yo Seuonus Letod alg 

my ich bun tiedy loa hots a8 oes ta Hbilesbotg oo viah aovig Sf aldah 

PG) i hater. nl) (er tes 2hiog oniledanA at ehogx seolt te-aplayaee, | 

bevisado ‘od iw 9 Sead tn Es Tu pts | coneeeey thors ods pod ative apiey | * 

aD Svehteupen lracteee ull xe Uioty | pa eg al olny mh pana aint Saal 
wie. sites netsh ch anerite wale oben nation to dlvow soing ut sensr za 


ofgd Sead ot a) .adoie te tivpal won ens we aabiegmeahs faalit Baivnagde ad Itiw 41 


rena stetiA, sbmangesit. om ba 
Bn ete i baobab tt 


a —— a a 


JHitenieg arllier Ret Jo aaukeahiel sm et i suraduah of 2rniy ord 10 
meth mip ott aoda Spas inary a) atat es nae whe Season ¥10OV TO 
“at 


Tue Errects or FepERAL Monetary Pouicy 


exported for the five years ending June 30, 1936. The average annual rate of 
gain to wheat exporters was about 18 million dollars, or about fifteen cents 
a bushel. If it is assumed that 70 per cent of the crop is exported, which is 
the average for the period considered, the exchange policy resulted in an 


Tas_Le 12—Propvuction or WuHeEat, Exports or Wuxat (INcLupING Fiour), anp Excess or Exrorts Dun 
To ExcHANGE DEPRECIATION, FoR AUSTRALIA, 1931-32 To 1935-36 


Calculated 
Excess Value Due to 
hier Wheat Exports Value of Wheat Exchange Rate Pre- 
; Wheat Production (in Including Flour (in Exports (in millions mium of 25% (in 

Year millions of bushels) millions of bushels) of Australian pounds) — millions of pounds) 
1981-32 >. 5.52: 190.6 156.7 237 4,6 
1932-83), ...6.. 213.9 148.9 22.0 4, A 
1933-34... 20... ae heirs: 87.6 oan 2.4 
VO34=SON4 i302 133. 4 109.5 16.2 Shab 4 
1935—-36.00445-1: 142.6 106.6 18.5 3.7 
WEOtal Sart AMeLe ee er: 18.3 
Annual Average...... 3.6 


Source: Official Year Book of Australia. 


increase in receipts of over 17 per cent on the total amount of Australian 
wheat production, not considering the domestic price for wheat domestically 
consumed. During these years the exports of wheat had a total annual 
average value of over 90 million dollars; the exports of wool about 215 million 
dollars. If the gain on wheat exports was 18 million dollars yearly, then it may 
be estimated that the benefit to the wool exporters from the exchange policy 
was roughly 40 million dollars a year. Table E of the Appendix provides a 
distribution of the more important exports of Australia from which the data for 
wool exports given here have been calculated. 


EFFECTS OF THE EXCHANGE Poxicy oF CANADA ON THE 
GRAIN GROWERS OF MANITOBA 


Table 13 summarizes the share of Manitoba in the total Canadian exports 
of four grains, and estimates the increase in value that would have been 
obtained for these exports if the Canadian dollar had been held at a discount 
of 20 per cent from the pound sterling and if the sterling price of wheat had 
remained unaffected by Canadian depreciation. This discount is based on the 
assumption that, if depreciated, the Canadian rate of exchange on London 
would have been kept in line with the Australian rate, which was considerably 
less than the depreciation existing in the Argentine. Since Australia and the 
Argentine are the principal wheat competitors of Canada, a depreciation of 
the currency of Canada at least comparable to that of Australia was required 
in order to allow wheat producers to compete upon equal terms with their 
competitors in the world markets. We consider at a later point those data on 
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the balance of payments of Canada and her overseas indebtedness that bear 
on the feasibility of this “depreciated exchange policy.”’ 


The Canadian failure to adopt an exchange policy comparable to that of 
Australia cost the grain exporters of Manitoba no less than $35,600,000 in ~ 
the six years from 1931 to 1936. This cost averages only slightly less than 
6 million dollars annually, an amount almost equal to the total taxes collected 
annually by the province of Manitoba during this period. When one observes 
that the price of wheat imports of the United Kingdom remained in each year 
from 1932 to 1935 at a level of about 45 per cent of the level of 1926, it is readily 
apparent that the improved price in Australia, beginning in 1931, and the 
greatly improved price in Argentina were both the result of depreciated 
foreign exchange values of their own currencies. Except for premiums or dis- 
counts due to differences in quality and annual variations in the supply of 
various types of wheat, the greater variation in domestic export wheat prices 
of Australia and Argentina than in those of Canada is the result of the currency 
policy that was deliberately adopted to secure these benefits. 


Tasie 18—Ca.tcuLaTED VALUE OF Grain Exports oF Manitopa (WHEAT, WHEAT FLovurR, BaRuey, Ryz, AND 
Oats), 1930 To 1936, anpD CaLcuLATED INCREASE IN VALUE OF Exports at Excuaner Rats or 100 ro 125 


(In millions of dollars) 


Total 
Grain 1930 1931 1932 1933 1934 1935 1936 1930-36 
Wiheathere... cote a eee ate elas 6 21.9 Wil vy 14.6 16.1 20.4 16.3 29.9 
Barleye Ree See Oe OF Cae oh 0.4 2.3 1.1 0.2 2.3 1.0 3.9 
(OTA bias bea cat oc oraicuale oer ole ieee cee eee 0.1 0.4 0.4 0.2 0.4 0.4 0.2 
RVG ey Sars ere a eich Te aes 0.0 0.3 OFS 0.2 0.1 0.1 0.6 
PROLA AGA TES Tet ENCE AUR. Chae class 22.4 14.7 16.4 16.7 23.2 Vie 34.6 
Gain in value at exchange rate of 
100 to UD Ore Meret en ob ies ae 4.3 8.7 5.6 5.1 4.2 7.7 35.6 


Before turning to the measurement of the effects of currency policy upon 
the agricultural incomes in all of the prairie provinces, an interesting and 
brief example from the butter trade of New Zealand and the United Kingdom 
may be presented to clarify the problem. Table 14 gives indexes (derived from 
Table F of the Appendix) of the movements of the export price of butter in 
New Zealand from 1929 to 1936, and the import price in the United Kingdom 
for the same period. It will be observed that the price of butter imported into 
the United Kingdom declined by 60 per cent from 1929 to 1934, but that 
during the same period the price of butter exported by New Zealand declined 
by only 48 per cent. From 1933 to 1935, inclusive, the index of the price of 
butter in New Zealand was about 20 per cent above the index of the price of 
butter in the United Kingdom. The explanation of this lies in the fact that 
between these two periods the New Zealand pound, like the Australian pound, 
was depreciated by 20 per cent; or, to put it the other way around, as is 
generally done in referring to this rate of exchange, 100 pounds sterling yielded, 
when converted, 125 pounds New Zealand. Thus New Zealand, by permitting 
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the value of her pound, relative to the pound sterling, to fall, was able to 
maintain the export price of butter in the worst year of the depression, 1934, 
as much as 30 per cent above the price in the United Kingdom. The latter 
price may have been affected by the action of New Zealand, but the recovery 
in New Zealand is evidence of the favourable net results of its policy. A fairly 
close parallel to this price problem of New Zealand butter is the case of 
Canadian wheat. It will be recalled that export prices of Canadian wheat fell 
to less than 40 per cent of its value in 1926. It is this question, the treatment of 
Western Canadian agricultural producers, that we wish to consider below, 
for Western Canada competes in the world markets, and a high proportion 
of its total business, as we have .shown, is carried on in the world markets 
in competition with Australia and Argentina. 


TasBuEe 14—InpExEs or Exrort Price or New ZEALAND ButteR In Domestic CuRRENCY 
AND Import Price or BuTTER IN THE Unttep Kinepom 1In Domestic CuRRENCY, 1929 To 1936 


Index of Export Price Index of Import Price 
Year * of New Zealand of United Kingdom 
1 te ORSROIA Acco ONO cig CoRR IS eon 100 100 
DOS Orretemee nes atewateuets cra Rier > eienseen entities 88 80 
LOS Lite aero city cr oro ah Dee 68 67 
OSS rere re etree od of acsec tune oes! ous 63 57 
OSS Riera eras eiere © 2 aiaiere siete eee ea 55 46 
OS We crt ea tac. esse. eaten Ua seith a's sites 52 40 
Bt 209 heats Kichto) Goes SOREL CEE oC RARC ar Rn 51 48 
LOS GS Senescence dee See et cre 65 53 


Source: Table F of Appendix. ; 
*Calendar year for the United Kingdom; fiscal year ending June 30 for New Zealand. 


There is, of course, a competitive aspect to be considered in connection 
with the alignment of exchange rates to effect improvement in internal 
price. The whole question must take into consideration the fact that com- 
petitive countries, producing for the world market, can only with the greatest 
of difficulty co-operate in their mutual interests. Moreover, the fundamental 
cause for currency depreciation in food and raw material producing countries 
has, we believe, been demonstrated by the data covering the price level for 
British imports (which is considered in the Appendix to this section and 
supplied in detail in Table A of the Appendix). These data reveal that in 1932 the 
United Kingdom secured in the world markets, largely from the raw material 
producing countries, including Canada, Australia, and Argentina, a slightly 
larger tonnage of foods and raw materials than in 1932 for a total price that 
declined from slightly more than three billion dollars to about one and 
one-third billion dollars. By currency value changes in countries other than 
Canada an attempt was made to redress this disequilibrium. 


CANADA’S RatE or EXCHANGE 


At a later point we reveal that, tested by the effects of their currency 
policies upon holdings of foreign funds, Australia and New Zealand (and more 
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recently Argentina) accumulated substantial sterling balances in the very 
period in which Canada suffered decreases in her foreign banking assets. 
Judged by this standard, the former countries over-depreciated while Canada 
appreciated. 


Parity of the rate of exchange on London is $4.867. Table 15 shows the 
fluctuations in this rate of exchange in recent years. The index of the rate of 
exchange may be directly considered as the proceeds which export sales to the 
United Kingdom would yield the seller in Canadian dollars. In 1931, when 
the pound rate was $4.703, the pound yielded 96.63 per cent of its parity value; 
this 96.63 may be expressed in the decimal coinage of Canada as 96.63 cents 
on the dollar. Or the rate may be expressed as 100.00 to 96.63, which serves 
better to contrast with the rate for Australia on London, which we have 
referred to as 100 to 125. That is to say, the Australian exporter found his 
sales to the United Kingdom yielding 125 per cent of normal or par, or, as we 
might put it, 125 cents on the dollar. 


TABLE 15—STERLING RATE or EXCHANGE ON CANADA AND INDEX or Ratr, 1930 To 1936 


Rate of Exchange 


Year in London Index of Rate 
OS Ona Lea pet reas OP Seicr seed ti Guahine wat eRe ees ite cS 4.870 100.00 
LOST Fee nn Bice. cig ane RR, «tied 4.703 96.63 
OSS Pera Shak Patt Ae cs wares Pees cbotae bodies 3.977 81.71 
SSS rete ee Pt Ra Rape aac hee a 8 aes Feat ial eae as Oh 4.565 93.81 
VOSA Ri teen RAs AEP ts bale Re eth al aroma 4.987 102.47 
LOS Dias ee ee Se. oe Rade 2a sea mea gtd, ae 4.925 101.19 
OS Gee irsae ts aS ee Rn ie: wali Bae, cee teen Loh alos, 4.975 102.22 


Source: Monthly Bulletin of Statistics, League of Nations. 


Now if the Canadian rate had been 100 to 125 instead of 100 to 96.63, 
the Canadian exporter would have received 125 per cent of parity in 1931, 
rather than 96.63 per cent. The resulting increase in receipts would be measured 
by 28.37 (125.00 minus 96.63). Since only 96.63 cents on the dollar was received, 
the increase of 28.37 should be measured on this base; the resulting increase 
would have been 2%, or 29.36 per cent above actual receipts. Using this 
method of calculation, we can construct a table of the percentages by which 
receipts would have increased if the Canadian rate of exchange on London 
had been, not the rates given in Table 15, but a constant rate of 100 to 125. 
Using this latter figure, the London exchange rate would have been 125 per 
cent of the parity of $4.867, or. $6.084. Table 16 gives the increase in export 
receipts that would have been made available to wheat exporters if a rate 
like that of Australia’s had been maintained. 


The effects of a low rate of exchange on London may be reflected in 
another way. When, in 1932, the rate was $3.9777, or 81.71 per cent of parity, 
the converse of the “cheap pound” was a dear Canadian dollar. From the 
point of view of a buyer in the United Kingdom, the Canadian dollar was then 
at a rate of only $3.9777 to the pound, instead of the parity rate of $4.867. 
Instead of being able to obtain about $4.87 in Canadian funds for his pound 
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the British buyer or importer obtained only $4.00. In other words, the Canadian 
dollar cost one-quarter of a pound instead of the parity rate of about one-fifth 
of a pound. The decrease in the value of the pound from $5.00 to $4.00 repre- 
sented the converse of a 25 per cent appreciation of the Canadian dollar. 


Using the exchange rates given in Table 15, Table 17 presents the 
increase in cost of Canadian goods to the British buyer in comparison with the 
decrease in cost of Australian goods (other things, i.e., prices, being unchanged). 


TaBLe 16—Poercentace INCREASE IN Export Receipts, AssuMING A Rats oF 100 To 125, 
1930 Tro 1936 


Index of London Percentage Increase in Export 
Year Rate of Exchange Receipts at 100 to 125 Rate 
TOS 0 Nere ccrehera sha 100.00 
MOSU iste Sona nas 96.63 29.36 
MOSS ee seve ths ysuchoha ere 81.71 52.98 
OB Bees psp aksxs he carts s 93.81 33.25 
OSA ere nce Melee soetereee ls « 102.47 21.99 
OS DIR ere asc. + titties oie 101.19 23.53 
LOS Gertie tak elers feodartaue = 102. 22 22.28 


Source: Table 15. 


The Australian rate of exchange on London of 100 (pounds sterling) to 125 
(pounds Australian), for example, would require a British importer of hides 
to pay in British money only 100 pounds for 125 Australian pounds worth of 
hides where, before the depreciation of the Australian pound, he had to pay 
125 pounds sterling. The difference in the two currencies is most striking in 
1932. In that year British purchasers of Canadian goods had to pay 22 per cent 
more or 122 pounds sterling for Canadian goods that formerly could be bought 
for 100 pounds sterling. The decline in the price of Australian goods tended 
either to increase the quantities sold by Australia to Great Britain or to increase 
the price the Australian exporter received. On the other hand, the increase 
in the British rate of exchange on Canada tended either to reduce the prices 
that Canadian exporters received or to reduce the quantities that could be sold. 


TABLE 17—PERCENTAGE OF APPRECIATION OF CANADIAN DOLLAR AND DEPRECIATION OF 
AUSTRALIAN PounpD IN COMPARISON WITH THE PouUND STERLING, 1931 To 1936 


Percentage Appreciation Percentage Depreciation 
Year of Canadian Dollar of Australian Pound 
MOSUES teee. oon: 3.49 —22.50 
LOS Sees ee eyes Leen cle 22.38 —20.00 
OSS eee det ete 6.62 —20.00 
TOSS OR Re ee. ere. —2,37 (depreciation) —20.00 
OSD meet er ee.<. meat: —1.18 (depreciation) —20.00 
198 Career aoe econ —2.17 (depreciation) —20.00 


Source: Monthly Bulletin of Statistics, League of Nations. 


In that year (1932) the British importer, of wheat for example, could obtain 
Australian pounds at a discount of 20 per cent from parity, but was required 
to pay a premium of over 22 per cent above parity for Canadian funds. The 
result of this situation was that much less was paid for Canadian wheat in 
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Canadian funds. A single price prevailed in Liverpool—the world price; this 
meant that the Australian price could rise, but that the Canadian price would 
have to fall, and fall sharply, so that the lowered price would offset the higher 
cost of Canadian funds. 


THE Cost or THE ExcHANGE Poticy or CANADA TO THE 
WueEaAT GROWERS OF THE PRAIRIE PROVINCES 


Manitoba is a smaller producer of wheat than are the provinces of Alberta 
and Saskatchewan. It is, however, very greatly interested in the income of 
its two sister prairie provinces, since a considerable portion of its income is 
derived from the servicing of wheat for Alberta and Saskatchewan, and from 
a large wholesale trade with distributors of agricultural supplies in those 
provinces. In fact, the statement that Manitoba is nearly as much interested 
in the wheat production of Alberta and Saskatchewan as it is in its own 
production might not be far wide of the mark. 


For this reason we turn now to the effects of the exchange rate policy 
prevailing in Canada from 1931 to 1936 upon the incomes from wheat pro- 
duction in the three prairie provinces. Table 18 supplies information on the 
total production of wheat in Canada and in the prairie provinces since 1930. 
The amount of production within each prairie province is given, as well as the 
percentage distribution for the wheat production of all three provinces and 
of each province individually. Finally, for comparison, the total value, in 
millions of dollars, of Canadian exports of wheat and flour is given. 


As has been explained elsewhere, the exports of wheat by the prairie 
provinces are derived by applying percentages prevailing for production (see 
Table 18) to the export figures. This method probably slightly underestimates 
the wheat exports of the prairie provinces, since these provinces export a 
greater proportion of their crop than the Eastern provinces, which raise wheat 
largely for domestic consumption. Table 19 gives the results of this method 


Taste 18—Wuerat Propuction IN CANADA AND IN THE PRAIRIE PROVINCES, 1930 To 1936 


Wheat Production in: 1930 1931 1932 1933 1934 1935 1936 
Amount IN MILLIons or BUSHELS 
All; Canadarine cine 420.7 oto 443.0 281.9 275.8 281.9 229) 2 
Prairie provinces...... 397.3 301.2 422.9 263.0 263.8 264.1 212.0 
NManttobaaee ae 43.6 28.1 44.0 32.6 eau 22.5 28.0 
Albertamere: cnt .6 cx 147.0 140.6 167.3 102.3 112.5 102.0 67.0 
Saskatchewan....... 206.7 132.5 211.6 128.0 Pan? 135.0 117.0 
PrRCENTAGE DISTRIBUTION 
AllsGanada eet eee. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Prairie provinces...... 94.4 93.7 95.5 93.3 95.6 93.7. 92.5 
Manitoba.......... 10.4— caput 9.9 11.6 13.3 8.0 1a 
Albertans 4... 35.0 43.8 rast ats. 36.3 40.4 36.2 29,2 
Saskatchewan....... 49.0 41.2 47.8 45 . 4 41.7 49.5 51.1 
VALUE oF CANADIAN Exports or Wueat (IncLupING FLour) 
AUC ahada cule. <2. 210.3 184.6 147.5 188.7 150.8 198.5 245.1 


Source: Canada Year Book. 
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of figuring the wheat exports of the prairie provinces. In Table 20, by applying 
the increase in value of the pound sterling that would have obtained if the 
Canadian dollar had been held at a discount of 20 per cent from the pound, 
we obtain the increase in value of wheat exports that would have resulted to 
the three prairie provinces, taken together and individually. 


TasBLe 19—Va.vuse or Wueat Exports OF THE PRAIRIE PROVINCES, 1930 To 1936 
(In millions of dollars) 


Province 1930 1931 1932 1933 1934 1935 1936 
Manitoba, 27 34<9.'54-% 21.9 Lai 14.6 16.1 20.4 16.3 29.9 
Saskatchewan......... 103.1 55.5 (plots 63.0 62.9 97.8 125.2 
Bipert a octane S5/i ur bc 3 _ 713.5 58.9 54,8 50.3 60.9 71.9 71.6 

POR OL arent Fae) 198.5 126.1 140.9 129.4 144.2 186.0 226.7 


Source: Table 18 above. 


TasiLe 20—EstimatEep INcREASE IN VALUE OF WHEAT Exports FROM HoLpING THE CANADIAN DOLLAR AT 
A Discount or 20 Per Cent, 1931 To 1936 
(In millions of dollars) 


Province 1931 1932 1933 1934 1935 1936 


Manitobacae sovear atasitiaios bales 3.4 fats 5.4 4.5 3.8 6.7 
Saskatchewan ios iik «cutee oa 16.3 37.9 21.0 13.8 23.0 27.9 
Albertarte ste eta ke 17.37 29.0 16.7 13.4 16.9 16.0 


SOUR meres i ese a ea cytes ose 37.0 74.6 43.1 31.7 43.7 50.6 


The cost of exchange policy to prairie province wheat producers, as 
given in Table 20, can be summarized as follows: 


Total for 6 Years Annual Average 
(In millions of dollars) 
MIAMILOUS et oc ee his chs Ave hats Renee: © $1.5 ¥ : 
Saskatchewantewies a clos se gostei Seem nate eer 139.9 23.3 
Albertamen ris eee eee oe eng ote 109.3 18.2 
Total for prairie provinces . ic. 2 i. a nares + <e 280.7 46.8 


We may now point out that had Canada kept the value of her currency 
in relation to the British pound at the same level that obtained in Australia, 
wheat producers in the prairie provinces, for the six-year period ending with 
1936, would have received an average annual increase of 47 million dollars for ~ 
that part of their wheat that was exported. This assumed average annual 
excess of 47 million dollars is almost three times the total taxes of 16 million 
dollars collected by the three prairie provinces in 1934, and exceeds the 45 
million dollars collected in taxes by all of the municipalities in Manitoba, 
Saskatchewan, and Alberta in 1933. The importance of this potential source 
of increased income to prairie province producers of wheat may be emphasized 
by pointing out that a high proportion of their income is derived from the sale 
of their products to the United Kingdom. Eastern Canada, on the other hand, 
sells much more largely to the United States, though the total volume of its 
export sales represents a much smaller share of its total income. 
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_ In the foregoing analysis we have considered the exchange rate only 
vis-a-vis London, since the sales of prairie province wheat are largely in the 
United Kingdom. But by lowering the exchange rate the same increase in 
receipts would have been received from sales on the Continent. 


We may also point out that failure to adopt an appropriate exchange policy 
dammed up wheat at home. Other plans were offered in aid of the situation, 
but their assistance was only a mere fraction of the benefit that would have 
accrued to the West from the maintenance of Canada’s competitive position. 
It is frequently asserted that the withholding of surplus supplies of wheat (a 
policy often recommended) cannot improve prices since the withheld supplies 
remain a part of “‘statistical supply.”’ 


NATIONAL INDEBTEDNESS 


Before viewing the external situation represented by the balance of pay- 
ments in relation to monetary policy, we turn to a consideration of the com- 
parative foreign indebtedness of Canada, Australia, and New Zealand. The 
purpose of this comparison is to determine whether or not the picture for the 
three countries is so markedly different that what appears to be an obviously 
desirable monetary policy for Australia and New Zealand would prove inad- 
visable for Canada. In Table 21, which gives selected data on the foreign 
indebtedness of each of these three countries, the Australian and the New 
Zealand pound have been converted at the rate of $5.00. The purpose of this 
conversion is to reduce the figures for the three countries to a common basis 


TABLE 21—Comparison or Toran anp Net Fornicn INDEBTEDNESS, WITH SELECTED Ratio COMPARISONS 
OF THE BURDEN oF Sucu INDEBTEDNESS: CanapDa, AUSTRALIA, AND NEw ZEALAND, 1928 on 1929 anv 1932 


(In millions of dollars; Australian and New Zealand pounds converted at $5.00.) 


Canada Australia New Zealand 
1928 1932 1928 1932 1929 1932 
Populatiomsiatnts ere e ster: sis © akties 10,376,786 6,514,127 1,491,484 
(1931) (1931) (1936) 
Capital invested by foreigners......... 5,892 6,839 3,838 4,025 996 1,031 
Capital invested abroad............... 1,739 2,081 413 412 73 48 
INebindepted ness tess iscsdeahe spsunc alee cca e 4,153 4,758 3,425 3,613 923 983 
Net interest and dividends paid........ 188 Q15 174 142 43 41 
IAN Crag eur a Lesp al Cmadaiats fictsrs teks 6 op oie 4.5% 4.5% 5.1% 3.9% 4.6% 4.2% 
INationaluincommecenn na. maki nes cack emie 6,342 3,403 (not available) (not available) 
Net interest and dividends paid: . 
(1) As percentage of national income 2.96% 6.33% (not available) (not available) 
(2) wR en Capita cen gets haere ee $18.12 $20.75 $26.76 $21.78 $28.76 $27.62 
(3) As percentage of balance of pay- 
ments receipts (see Table 22)... 54.63% 72% 15% 87% 50.142% 74% 
Total production (net value)........... 4,122 2,062 2,264 1,525 633 418 
Interest and dividends as percentage of 
value of national production........ 4.56% 10.44% 7.70% 9.30% 6.78% 9.86% 


Sources: Canada, Canada Year Book; Australia, Official Year Book; New Zealand, Official Year Book. 
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and a basis—dollars— that will facilitate comparison with Canada. No purpose 
would be served by converting the Australian and New Zealand currencies at 
the going rates of exchange, inasmuch as the purpose of the comparison is to 
estimate the internal burden of external debts. 


The data in Table 21 reveal that in 1928 both New Zealand and Australia 
paid a higher average rate of return on total investments of foreigners than 
did Canada; in 1932, however, the average rate paid by these two countries 
was substantially lower than that paid by Canada. This suggests a possible 
cost to Canada on her deflationary currency policy. The per capita payments 
on foreign investments (a measure for comparing the internal burden of external 
debt) are lowest in Canada, although in 1932 her payments closely approached 
the per capita payment on foreign indebtedness by Australia. The percentage 
of net balance of payments receipts (as calculated in Table 22) required for 
foreign debt service was lower in Canada than in Australia in 1928. In 1932 
Canada and New Zealand required about three-quarters of such receipts for 
service on foreign capital, Australia seven-eighths of such receipts. Finally, 
the interest and dividends paid in 1928 represented a substantially lower 
percentage of the value of national production of Canada than of the other 
two countries. In contrast, in 1932 about ten and one-half per cent of her 
national production was required by Canada for debt service; this proportion 
only slightly exceeded that of New Zealand, and compares with nine and 
one-third per cent for Australia. 


Since these comparisons of foreign indebtedness and the cost of service 
on that indebtedness reveal no significant variation, there is no evidence that 
Canada needs a substantially different currency policy because of different 
debt and debt service burdens. 


BALANCE oF PAYMENTS PosITION oF CANADA, 
AUSTRALIA, AND New ZEALAND 


A consideration of the balance of payments position of a country is 
prerequisite to determining the monetary policy it may pursue. For example, . 
a country maintaining gold convertibility through gold shipments is, of course, 
not free to practice strongly expansionist monetary measures. Such measures 
would induce a gold outflow, which would jeopardize the maintenance of the 
gold standard. This particular objection was not of moment to Canada, 
Australia, or New Zealand, inasmuch as a rigid gold standard was not main- 
tained in any of these countries in 1931. 


In reviewing the balance of payments position of these three countries, 
the average balance for each country has been obtained for three selected 
periods. Data basic to the preparation of these average balances of payments 
are given in Tables J, K, and L of the Appendix. The annual balance of pay- 
ments for each country is also supplied for certain years in Table M of the 
Appendix. In preparing the averages, these periods have been selected: (1) the 
year or the two years prior to the renewal of pronounced capital imports of 
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all three countries, so general in still earlier years; (2) the years from 1929 to 
1931, a period of renewal of substantial capital imports for each of the three 
countries; (3) the more recent years, characterized in all three countries by 
the disappearance of capital imports and the appearance of financing of foreign 
debt service through what might be called “ordinary” balance of payments 
receipts. 


A general review of these condensed statements of the balance of pay- 
ments for the three countries impresses one with the high degree of propor- 
tionality of the accounts. In the first period both Canada and New Zealand ° 
had fairly substantial export balances. Total receipts from net merchandise 
exports, service accounts, and gold exports for both countries were approxi- 
mately twice the amount required for the payment of interest and dividends 
on foreign investments. 


In the second period all three countries had a net import balance on ~* 
merchandise account. During this period an average of slightly more than 
one-half the total amount of interest and dividend payments abroad may be 
said to have been re-invested by foreigners. This assumes, as has been fre- 
quently done, that the capital imports, or the loans incurred for the payment 
of these imports, may be considered as representing a re-investment of the 
interest and dividends which foreigners have received. 


In the third period merchandise export balances were restored for all ‘ 
three countries. Service account receipts had diminished, but gold exports 
were considerably increased. The net result in this third period was that 
about three-quarters of the total receipts from merchandise, gold, and services 
were required for interest and dividend payments. 


Because of the close uniformity shown above in the changing balance of 
payments for the three countries (allowing for differences in size), it would 
be difficult to support the position that Canada’s peculiar external relationships 
required in any important way a different monetary policy from that of 
Australia and New Zealand. As will be shown below, Canada’s maintenance 
of debt service greatly reduced her foreign banking funds; in Australia and 
New Zealand these were greatly increased. Thus, while the balance of pay- 
ment position of the three countries was comparable, there was pressure on- 
banking reserves in Canada and buoyancy in Australia and New Zealand. 


One item in the accounts for Canada should be given further attention. 
That is the service account receipts made up largely of foreign tourist expendi- 
tures. It is frequently asserted that Canada must give unusually serious 
consideration to the relation of her external monetary policy to that of the 
United States. The reason for this consideration is frequently asserted to be 
the fact that Canada, purchasing a larger amount from the United States 
than it sells to her, and with a substantial amount of its foreign debt service 
payable in the United States, must not allow the value of the Canadian dollar 
to depart too widely from parity with the United States dollar. But over and 
above the unfavourable trade balance there are the tourist expenditures of 
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the United States in Canada. In every period considered, the service account 
receipts of Canada (largely tourist expenditures) exceed in importance the 
export balance of Canada’s trade. Nor is the variability in these receipts any 
greater than the variability in the merchandise balance. It is true, of course, 
that control over these service receipts is not exercised by Canada, whereas 
she may control the merchandise trade to a very considerable degree. This, 
of course, serves only to support the position that Canadian trade with the 
ee did not require, per se, the monetary policy that has been 
ollowed. 


__ World tourist expenditures have recently been reviewed in very con- 
siderable detail in the ‘Balance of Payments 1935” of the League of Nations 
(pp. 39-43). Table 23, which has been prepared from these data, supplies the 
estimated amount of Canada’s total receipts from all foreign tourists and the 
expenditures in Canada of United States tourists. 


TasLe 23—Canapa’s Totat Recerets From ALL Forrntgn Tourists AND RECEIPTS FROM 
Unitep States Tourists, 1929, 1933, 1934, anp 1935 


(In millions of old U. S. gold dollars) 


Canada’s Receipts from Canada’s Receipts from 
Year All Foreign Tourists U.S. Tourists 
LOZ meee tctine wiscee h acee se 307.1 289.0 
OSS eer Teeth ducis a moane ere oe 85.7 81.4 
MOS air siriac! cobain aedestes S alecreier 78.3 71.6 
OS GR. ween Aerere Sdy sks 119.5 113.4 


Source: See textual reference. 


Offsetting the tourist receipts from the United States, there are the 
expenditures of Canadian tourists in the United States. These expenditures in 
1935 were 37.2 million dollars, or about one-third of the expenditure of United 
States tourists in Canada. This meant a net balance to Canada of slightly more 
than 75 million dollars. In 1929 this net balance was 195 million dollars. This 
amount of net tourist receipts from the United States may be compared with 
the net balance of 53 million dollars in merchandise account due to the United 
States in the fiscal year ended March 31, 1936. Thus the net trade balance 
and the net tourist balance provided Canada with a net credit of 22 million 
dollars. This balance in turn may be compared with the total amount of 
external Dominion debt payable in New York on March 31, 1935. The debt 
was approximately 385 million dollars; the debt service at an interest rate of 
41% per cent required about $17,500,000. Service on the debt of provinces, 
municipalities, and individuals payable in the United States would show a 
much larger annual service requirement payable in United States funds. The 
total amount payable abroad in 1935 amounted to approximately 130 million 
dollars. But in addition to the receipts from tourists, Canada has a large credit 
for her gold production, which is normally sold in the United States. From 
1932 to 1935 gold exports averaged 62 million dollars annually. 


In conclusion, it may be pointed out that the comparisons with Australia 
and New Zealand fail to reveal any substantial difference between Canada’s 
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external accounts and those of her two sister dominions. Moreover, the balance 
of payment accounts of Canada and the United States fail to give evidence 
of the overwhelming importance to Canada of a monetary policy articulated 
at all costs with that of the United States. 


EXCHANGE RATES AND GOLD AND ForREIGN CURRENCY ASSETS OF 
BANKS FOR CanapDA, AUSTRALIA, AND NEw ZEALAND 


When a country decides upon a depreciation of its currency, the imple- 
mentation of that policy may require the purchase of foreign currencies, 
offset by the sale of its own domestic currency. An outstanding example is 
that of New Zealand, which by 1934 acquired, in addition to earlier holdings, 
no less than 44 million pounds in sterling assets and sterling bank deposits from 
its sales of New Zealand pounds at the depreciated rate decided upon. 


Table 24 gives in brief form the total gold reserves and foreign assets of 
banks in Canada, New Zealand, and Australia. As a matter of secondary 
interest, indexes of the wholesale price levels in these three countries are also 
given. The data are for 1928, 1930, and 1933 or 1934. It will be seen that from 
1928 to 1933 total gold and foreign banking reserves of Canada were reduced 
by more than one-half. 


Taste 24—Torat REsERVES IN GOLD anpD (Net) Foreign Assets or Banks In Canapa, New ZeALAND 
AND AUSTRALIA, 1928, 1930, aND 1933 on 1934 


(In millions of dollars; New Zealand and Australian pounds converted at $5.00.) 


TotaL RESERVES IN GOLD AND 


Foreign ASSETS WHOLESALE Price INDEXES 
Year Canada New Zealand Australia Canada New Zealand Australia 
OSS) eee Oo ened = 309 100 194 100 100 100 
NOS Oc crac NS sien: Pee 226 me: 93 92 97 89 
LOSS ete ae ctor on 139 an 


TIS4 AAR OR des. 7 "921 ‘171 


Source: Table N of the Appendix. 


It was the willingness to exhaust gold reserves and, of course, to sell abroad 
all domestic production of gold, as well as to exhaust other foreign assets, that 
assisted Canada in maintaining the high value of her dollar. New Zealand and 
Australia in contrast purchased foreign assets in order to depreciate their 
currencies. As a result, in order to maintain its competitive position, Canada 
suffered the effects of sharply reduced wholesale prices; to the foreign buyer, 
Canadian prices had to be cheap to compensate for the dear Canadian dollar. 
New Zealand and Australia, on the other hand, suffered much smaller declines 
in their wholesale price level, inasmuch as the attraction to foreign buyers 
was the generous supply of Australian and New Zealand exchange available 
at low rates. The result for these two dominions, therefore, was the opposite 
of that for Canada, in that they, with depreciation of the currency, permitted 
the maintenance of more stable price levels. 
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CoMPARISON OF Errects oF NationaL Monetary Pouicy or CANADA UPON 
THE PRAIRIE PROVINCES witH THAT oF AUSTRALIA UPON WESTERN AUSTRALIA, 
SoutH AUSTRALIA, AND TASMANIA 


We have attempted to measure the annual average costs (as based upon 
the exported portion of total grain production) of the failure of Canada to 
adopt an exchange policy that would have kept the prairie provinces in 
effective export competition with Australia and Argentina. To the province 
of Manitoba the cost so defined has been placed at an annual average of 
$6,000,000 for the six-year period ending with 1936. The annual cost to the 
three prairie provinces in the same period has been placed at $47,000,000. 


In their inquiry into the position of South Australia, Western Australia, 
and Tasmania, the Commonwealth Grants Commission accepted the Australian 
exchange policy as a calculable benefit to these states. The benefit of the 
exchange policy to Western Australia was placed at over $2,000,000.00 
(taking the pound at $5.00). The Commission stated that the benefit of the 
exchange rate “cannot be much less for South Australia,’ but that “the 
exchange benefit will be small in Tasmania”’ (p. 94). This is because Tasmania 
sells largely in Australia proper rather than in foreign markets. 


The report of the Commission also estimated that the excess tariff costs 
for Western Australia were about $6,000,000. For South Australia a tentative 
figure of $5,500,000 was given, and for Tasmania a tentative figure of about 
$2,500,000. The Commission observed that although the federal tariff policy 
had been detrimental (by the amounts given) to the three states engaged 
in primary production and advantageous to the states engaged in secondary 
production, nevertheless national currency policy represented an offset to 
these tariff costs for primary producing states. We wish to observe that for 
Canada, disability costs for the prairie provinces consist of the sum of tariff 
costs and exchange costs in contrast to the difference between the latter and 
the former, as for Australia. 
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APPENDIX 


A CONTRAST BETWEEN THE ForEIGN TRADE OF THE Unrrep KInGpom AND 
CANADIAN TRADE DURING THE DEPRESSION 


In reviewing the relation of Canadian economy to monetary policy and 
foreign trade, one point of departure would be to consider a similar relationship 
for Great Britain. An approach from this point might seem one of indirection, 
but would serve to illustrate the very striking contrast between the United 
Kingdom and Canada. It is, of course, readily apparent that the two are 
direct opposites with respect to foreign trade. This may be illustrated in a 
simple way by the statement that an important part of Canada’s exports is 
an important part of Britain’s imports. 


The contrast may be made clearer by an example taken from the foreign 
trade of the United Kingdom. An analysis of certain important selected food- 
stuffs and raw material items imported by the United Kingdom is given in 
Table A. This reveals that whereas in 1932 the United Kingdom purchased a 
slightly larger quantum of these commodities than in 1929, 1932 imports 
cost her 1,364 million dollars as compared to 3,028 million dollars for the 
slightly smaller quantum of the same commodities purchased in 1929. (Values 
are in U.S. dollars.) The importance to the United Kingdom of this tremendous 
saving in the cost of food and raw materials in the worst year of the depression 
can hardly be overemphasized. It has been estimated that this saving in the 
imports of food, drink, and raw materials very substantially exceeded the 
decline, during the same period, in the total pay-roll of manufacturing in the 
United Kingdom.! 


Table A (a summary of Table C), reveals not only the quantum and value 
of a selected list of imports into the United Kingdom in 1929 and 1932, but 
also various indexes. The index of quantum of imports increased from 100.0 
to 100.6 in the three-year period. The index of total value of these imports 


1. On the gains in trade to the United Kingdom Pigou and Clark have the following to say: “‘In 1933 a bale 
of exports bought nearly 23% more imports than it did four years before.”’ From 1929 to 1933 (1930 as 100) 
they point out that Britain’s import prices declined from 113.2 to 71.8, exports from 104.8 to 81.9. Agricultural 
imports, as we have shown, declined much more in price than all imports. See A. C. Pigou and Colin Clark, 
“The Economic Position of Great Britain’”’ (Memorandum No. 60, Royal Economic Society, London, June, 
1936), pp. 27-28. From 1929 to 1932 Britain’s overseas investment income declined from 250 million pounds 
to 150 million pounds—a decline of 40 per cent, which may be compared with the 55 per cent decline in the 
price of the imports which we have considered. See Pigou and Clark, op. cit., p. 26. 
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declined from 100 to 45.0. Not taking into consideration the very slight 
increase in quantum, the price per average unit of import also declined 
from 100 to 45.0. If allowance 7s made for the very slightly increased quantum 
of imports, the price per unit decreased from 100 to 44.7. Table A also includes 
indexes of quantum, unit price, and total value of all Canadian exports. 
These are given to facilitate comparison of the record of Canadian exports 
with the data given for imports of the United Kingdom. 


Tasite A—QUANTITY AND VALUE OF CERTAIN Foop anp Raw MatTeEriAu Imports InTo THE Unitep Kinepom; 
INDEXES OF THE QuANTUM, Unit Pricr, anD Tota, VALUE OF CANADIAN Exports IN 1929 anv 1932 


Quantity Value 
(in millions of pounds) (in millions of dollars) 

Commodity Group 1929 1932 1929 1932 
Foodstuff items: (animal, dairy, fish, fruits, tea, sugar, 

tobacco, cottonseed, wheat, barley, and corn)....... ++ 83,889 35,065 1,890 946 
Cotton, wool, leather, lumber, pulp and cardboard, zinc, 

CODE L ANG LONG! eA v5: oes 4's) eau pvASian¥ ain Bees ee Saree 12,763 11,879 1,138 418 

PROC a Learn ot aR RG Be Sich vary stoanbenists ontuaces cue aks 46,652 46,944 3,028 1,364 

Indexestortotalsme tyres oc see ace ta el eR ae 100.0 100.6 100.0 45.0 
Indexes of total Canadian exports: 

Andextot ua ncn cence ieee ce tuscee rere ces stern reyes 100.0 80.4 

And excoreinlb price cc eects eae ais ee ee oN rene tate ele 100.0 Hei ep 

Indexsoftotaliuvalue aru cae cyruhch cic casmsaoe be guste aici taste 100.0 42.3 


Source: Table C, Appendix. 


The data given in Table B (which is also based upon Table C) provide 
additional detail on the total trade of the United Kingdom. Of particular 
interest in this table are the figures covering imports by the United Kingdom 
of wheat (including flour), barley, and corn. These products (other than corn, 
which is not a Canadian export) are of outstanding importance in the export 
trade of Canada with the United Kingdom. The table indicates that the 
quantum of imports of these grains into the United Kingdom increased 
slightly —about 5 per cent—but that the total value declined by no less than 
236 million dollars, or from 413 to 177 million dollars. There was no item of 
imports to the United Kingdom on which the cost for a like quantity decreased 
as much as for wheat, barley, and corn; and in 1932 Canada supplied roughly 
one-half of these imports, even when corn is included in the total. The 
individual commodities included in the preceding tables are listed in detail 


in Table C. 


In the opinion of Geoffrey Crowther, assistant editor of “The Economist”’ 
(London), no factor contributed more to economic recovery 1 the United 
Kingdom than the tremendous saving in the cost of her imported foodstuffs 
and raw materials. Inasmuch as about 75 per cent of Britain’s food supply 1s 
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imported, the savings released a large volume of purchasing power, which 
aided in the maintenance of output of her own domestic industries. Purchasing 
power not required for food and drink could be used to “Buy British” for 
housing; in the form of taxes to provide for highways, and more recently for 
rearmament; and to make easier the problem of carrying the unemployed in 
the adversely affected export industries. 


But in these changes which so greatly favoured Britain, which in fact 
virtually assured speedy emergence from the depression, we observe the very 
source of serious disturbance to Canadian economy. Canada exports from a 
quarter to a third of her primary products. This great dependence upon export 
trade serves to explain why the Canadian economy is vitally dependent for 
its prosperity upon the maintenance of profitable export markets. In contrast, 
important as are her exports, the United States has rarely exported more than 
10 per cent of her total production of movable goods, and in recent years 
only about 7 per cent. The United States, of course, has certain important 
exports which greatly exceed this 10 per cent average, notably cotton, tobacco, 
and lard, which in normal times are exported in amounts varying from one- 
third to one-half. 


TaBLe B—QuaANTITY AND VALUE OF CERTAIN Foop anp Raw Marertau IMPoRTS INTO THE 
Unitrep Kinepom, 1929 anp 1932 


Quantity Value 
(in millions of pounds) (in millions of dollars) 
Class of Imports 1929 1932 1929 1932 
Animal, aaity, ana fish: products? on... 2 e0 > «ences e 5,223 4,763 955 496 
Wheat (including flour), barley, and corn? .............. 19,882 20,931 413 177 
Fruits, tea, sugar, tobacco, and cottonseed.............. 8,784 9,371 522 273 
Motalsloodstulist meen arte ccae sce ee tcl vdebcrnis tooo. 33,889 35,065 1,890 946 
CRON OTC SWOOL Wai iene ELS ake vee PL Oe ace oan 2,354 2,173 659 220 
OR EEL eee see teRe cic oitehe te taunts Ghabs ath fpskb) suai Madero cg etyete 90 63 70 26 
Lumber, pulp and cardboard® .............+-2-es sees 9,024 8,543 296 138 
Zine) copper sand lend y8 -3 o is.6is.s 4. is ehig spade 844.6 04 «die he 1,295 1,100 113 34 
Total colonial products other than foodstuffs.......... 12,763 11,879 1,138 418 
Total of all colonial products listed................45. 46,652 46,944 3,028 1,364 
AllFot hemalmMpOrustuerya aera c iegescaaikere ays 7 @ostas «hes 2,913 1,101 
PRCOUAI IEOPEG Pe Us Ne ets hate oes) oases chre She 9, 18 ete ee 5,941 2,465 


Source: Table C, Appendix. 


a Live animals at an average weight of 1,000 pounds. 

b Bushel equivalent to 60 pounds and barrel of flour equivalent to 414 bushels of wheat. 
ce 1,000 board feet of lumber taken as 2,000 pounds. 

d 2,000 pounds to the ton. 
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TasBLE C—Imports Into tHE UniteED Kinapom: CoMPARISON OF QUANTUM AND VALUE IN 1929 anv 1932 
FOR SELECTED Foop Items anp Raw MatTERIALSs 


Quantity Value 
(in thousands of pounds) (in thousands of dollars) 
Import Item 1929 1932 1929 1932 
Rivescabtlestj sien a weiaecteres 750,262 642,630 63,336 31,359 
TREES Ged CS AES ni eae ea Oe Peer te 1,307,000 1,272,977 152,361 79,914 
Muttoneand lame aera cise 630,662 779,996 92,215 55,195 
BS DCONS ayn eae Ok oe ei eee eave sek 927,150 1,277,464 212,872 105,988 
18 Sinaia ieee ch OS neCeeecaPeene cr ene Ee 115,224 89,976 26,636 9,570 
UL ee esther ecto iol cr sees Gis ohavs 293,548 271,036 37,993 16,829 
IBiithers sie ety. cutee bets 716,494 946,300 266,229 145,437 
(ONEESE er Pen os Mod oe clays wei 335,332 336,733 67,705 31,905 
@annedsfish’ wee is aie ears avcts 146,868 146,114 35,615 19,551 
OUR Lee ce ea igalere tata sioueh ios 5,222,540 4,763,226 954,962 495,748 
Wilke t tants sasheria eireem eitts Shaves 208,632 197,171 281,208 113,862 
Barleyren cpa ato ere eee 27,968 23,643 26,873 10,273 
WOrma ears ears isn eats oleh ce Taorer ones 69,817 105,641 74,371 40,231 
Wheat, meal, and flour?........ 24,953 22,402 30,822 12,377 
Miotal meant wa techie « oe 331,370 348,857 413,274 176,743 
OLS Renae na nee OR A 644,845 909,176 34,367 27,816 
Oranges Riise ee eieyorvects, ete th polars 1,037,564 1,047,740 47,720 26,909 
Fruit IDTESCEVEO) ccclon 5 ccna eae 315,191 371,385 Sos8 ko 22,605 
PR WItS linen este a oes arere saat 559,168 567,300 182,777 89,121 
Sugar(refined) eee anaes ose 4,585,346 5,274,756 110,626 63,176 
Sugar (refined) and candy....... 124,873 62,509 3,595 907 
GD LCCOS Naicustten aco eters nae clatoa's 240,026 175,204 83,643 33,432 
Cottonseed rest eon ae 1,276,816 962,559 25,683 9,118 
AAG ee Sect aay Se ee 8,783,829 9,370,629 522,124 273,084 
@ottons(raw) on Wacko aot 1,539,778 1,252,177 368,131 106,076 
IWiGOle (raw) sarees: cyrude ers ier oreusteis 813,873 920,864 290,855 114,173 
otal merece erie reat ange enaeee 2,353,651 2,173,041 658,986 220,249 
Leather (undressed)............ 72,449 50,085 36,201 12,769 
Leather (dressed).............. 17,520 12,639 33,677 12,776 
AU as Vani s aco ae Gare ore 89,969 62,724 69,878 25,545 
Wood: sawn, hard® . 9. sau es 382,454 312,380 39,357 16,469 
Wood: sawn, soft® ............. 3,134,449 2,532,163 115,688 45,756 
Wood pulp (ea hey emi ea ge 3,276,000 3,690,000 53,044 29,522 
Paper and cardboard........... 2,231,453 2,008,621 87,462 45,891 
Lotal en cr tec erates Mine tets 9,024,356 8,543,164 295,551 137,638 
TAD CGT. ae TNT ee aka: eee 284,860 175,392 17,795 4,409 
Coppel ae neh ac ROO 344,315 328,992 61,206 18,174 
1 Oho lg eee ete Ae bce arehe eG Anco Remi 665,912 595,665 33,693 11,453 
EOtS Mee ca ict etre isiar tis een 1,295,087 1,100,049 112,694 ; 34,036 


Source: Foreign Commerce Year Book, 1933 (U.S. Department of Commerce, 1934), p. 143. 


a Taken as 1,000 pounds average weight. 

b Taken as 414 bushels of wheat to a barrel. 

e Reported in 1,000 board feet, which is taken as 2,000 pounds. 
d Reported in tons taken as 2,000 pounds. 
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Taste D—Waeat Exports ror Canapa, AUSTRALIA, AND ARGENTINA, COMPARED wiTH WHEAT Imports 
or THE UniteED Krncpom: Quantity, Vautur, Unit Price, anp Inpex or Pricnr, 1926 ro 1936 


Wueat Exports oF CANADA 


Value of Price Received Index 
Year (Ended March 31 Exports Exports per Bushel of Unit 
Subsequent to Year Given) (in bushels) (in dollars) (in dollars) Price 
D2 werererss Siskstaerces oi ne wie she hae aie A aud ale wikcshs 248,497,000 353,095,000 1,4209 100.00 
VOTE Ie a i cc rctt ra aO Cau ICRCR RCRA ECR DR Ra 266,902,000 352,117,000 1.3192 92.84 
EO2S Deo aed Reels sie Boies aS al eMail wae Oboes 370,460,000 428,524,000 1.1567 81.41 
OD Ota c tne telssee tea rea cher ON sue tach aves sete eee 177,006,000 215,753,000 1.2189 85.78 
DSO Re pee er encis Reon oh tnah sa sh'e te sas Sivoy eroe oS ib ay ae el 217,243,000 177,420,000 8167 57.48 
LOS Uva, Sracertgy eneite cetere ee eave siece inca shEGGTR. Seiie, WIE ES 191,316,000 115,739,000 . 6050 42.58 
OS Seavert epee aie Peace to sears, oeeta wes Le a taee 239,373,000 130,546,000 5454 38.38 
GSS retain conics Se ol ace oie Sea rato Siac aes eres babes anaes. bes 175,534,000 118,969,000 .6778 47.70 
OSA AMS Aa etek tS rare cools Wieatiie shoal ale ay Sateen 165,702,000 132,442,000 . 7993 56.25 
OS Siew werd, soy ae Meee treed aii ore as a ieiai srg: dhs) Std wi at 179,124,000 148,577,000 8295 58.38 


MERI ieee scrap ens Gis: eels Oo OREN Gum, Chora icaenOrS OCS 227,997,000 223,461,000 . 9801 68,98 


Source: Trade of Canada. 


Waeat Exports or AUSTRALIA 


Value of Price Received 

Year (Ended June 30 Exports per Bushel Index 
Subsequent to Year Given) Exports (in Australian (in Australian of Unit 
(in bushels) pounds) pounds) Price* 

ES Geter reenter aise tees eu asties ct & Gates ars, ole ietiedaye 73,925,000 20,785,000 . 28116 100.00 
OST eee ae ee een arc eis iers ual hw tereveua vase Game 53,042,000 14,630,000 27581 98.09 
OD Stee teres seetaraielin teceyaliclat eas aise sole # ehironats 81,896,000 20,336,000 . 24831 88.32 
ES DO ee eae) enra ty tare bene aiieis werieessish «v8 b.wiars OP ete 40,391,000 10,037,000 . 24850 88.38 
DS Oe eer etc oeieed conti Seite 6) heute aos Pane ereieS 119,223,000 14,744,000 . 12367 43.99 
JIG S0 93 lianas Seeeseipes. Sevteh oek Sch RR VEL ES AER SIEM RIED es 127,401,000 19,220,000 . 15086 53.66 
TRESS AE ah purseh sume ouch Gc MCuCDO nes CHORAL RENE EADS rere NESE Asetey s 119,556,000 17,805,000 . 14892 52.97 
DOSS ester teat der coat rst ied utdesc Che eycushei rake cue, ciepegtena © 61,599,000 8,874,000 . 14406 51.23 
OSA PMR terre Vere taly coe gietece aelatane AOL pate 75,960,000 11,612,000 . 15287 54,37 


LEIA Se BSS RoG.Gua cata PIE Oe ie ere Pcie 76,993,000 14,019,000 . 18208 67.46 


*Confirmation of Index: “‘ Weighted Average of Shippers’ Limits 
for Growers’ Bagged Lots” at Sydney, Melbourne, Adelaide. 


Price per cwt. 
(in shillings and pence— 


Year Australian currency) Index 
VOQZG er pera cce reece Winey aon iat Hay. Ph 100.00 
gr fiat net S Pen he Rete <i lex Orc 5.6 98.5 
VOSS errs eaciredshowah dey rene oes 4.10 86.6 
TR Ae nant Ruhr OS, conan 5.0 89.6 
TOSOemrare cd shorsasiern creKoeetnot. 2,534 44, 4 
UOST Bee rrsson eye hccuetoes/o1 ees 3.0% 54.1 
OS 2 Ae atarsecere Sueno ised 2.1134 53.4 
NG he bodes ies geen oO ORNS CO oe 8. 2.9% 50.0 


Source: Australian Official Yearbook. 
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TasLe D—( Continued) 


Wueat Exports oF ARGENTINA 


Value of Price Received Index 

Calendar _Exports Exports per Bushel of 

Year (in bushels) (in pesos) (in pesos) Price 
GL Girne wticnsred et avevay'e wick ohele dns, sees Rea Mah Bere sole 74,766,000 117,642,000 1.5741 100.00 
De Oe os Oe coer ORG BGS Ot CHORE ERIC OnG PRET LA CES 155,262,000 200,194,000 1.2894 81.91 
OS Sirrny Moet pered Poteet Se siciel ar ate: cets,"os eae ale, ranamae 194,590,000 250,627,000 1.2879 81.82 
LOL O Meee Ce: eet Abc oki sie cla i eee aa le ek 243,001,000 277,972,000 1.1439 72.67 
OS O Bea ceric teree sacar aa ca ie eholens. (Giese stern, re elles 81,329,000 
OS Mierster ee eee cht MNS esse. ol oy since oy aoe eriewae 133,696,000 91,800,000 . 6866 43, 62 
NOS Simca ert ner ielt ee oneusi arse ae event ere bread 126,465,000 226,100,000 1.7878 113.58 
ROSS aie eerteararte havtel ae cyeet pie: kib.aue shale lo laos ers 144,351,000 216,400,000 1.4991 95. 24 
OS Bear Aram terre Ke ei abe: Wiel cetets, tee sis iets Bun ean 176,132,000 295,300,000 1.6766 106.51 
OS net repr cte. cnr ee oer teen nye aie iS od ato set's ayetar 141,816,000 273,800,000 1.9307 122, 65 
Source: International Trade Statistics, League of Nations. 

Wueat Imports oF UNITED KINGDOM 
Value of Price Paid 
Imports _per cwt. Index 

Calendar Imports (in pounds (in pounds of 

Year (in ewts.) sterling) sterling) Price 
OD Greer teta cee riers wie etn so5ers, axe ene eet bon et eye veiw sates 96,256,000 62,835,000 . 65279 100.00 
OD Tere ee tree eta otc oieredete te eons Unrate er Saige 110,436,000 68,060,000 . 61628 94.41 
OS Sr rere an Pater ee ihe srses ot coke Glens aicniisie ater 3 103,577,000 57,633,000 . 55643 85. 23 
De & ects atte atest chien fetes et ah ieee ee 111,767,000 57,784,000 . 51700 79,20 
LYE Die Gace en NOR COnCL NS ORCA RAGLCn OO 7 CRE EMER A ome 104,775,000 43,064,000 41101 62.96 
OS Lee woe ee eet dL eisu cho. /aye! tee evans ane. aos en ies 119,419,000 30,376,000 . 25436 38.97 
OS Serre wore ee ee orachatc stirs eis em serait 105,637,000 32,474,000 80741 47.09 
TUES on das thRnt oer choad id tx GRRE koe RE FR EMR eres 112,375,000 31,005,000 . 27590 42,26 
LR iy Dare by copes Orem OE ts Re Ce COT Eee Ra 102,625,000 27,612,000 . 26906 41,22 
IB its ei adurs co Dackatal SrCMiGeorO Oe RE en CRE aC eee 101,220,000 30,500,000 . 30132 46.16 


Source: Statistical Abstract of the United Kingdom. 
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Tue Errects or FeperAL Monetary Po.uicy 


TasBLeE E—Principat Exports or AuSTRALIA, 1931-32 To 1935-36 


(In millions of Australian pounds) 


Period 


Wheat? Wool Butter Meats 
93.1 32.1 10.3 6.9 
22.0 36. 4 8.9 6.0 
12.1 57.1 8.2 foal 
16.2 39.3 9.6 8.8 
18.5 52.3 9.0 8.8 


Source: Official Year Book of Australia. 


a Including flour. 


Tasite F—Comparison or New ZEALAND Burrer Exrorts with Unitep Kinepom Butter Imports: 
Votume, Vatun, AVERAGE Pricze, AND INDEX oF Prick, 1926 To 1936 


New ZraLtanp Butter Exports 


Volume Value 

Year Ended (in thousands (in thousands of Average Price Index of Price 

June 30 of cwts.) pounds New Zealand) (per ewt.) (1929=100) 
OS Clue yas tc cs cuca « 1091 8958 8.2108 101.0 
UG OG eras bs at etoite wows oe. 1361 9762 thon ears 88.2 
MG BSR acc. Rien siesne slot 9 o'er 1468 11316 7.7084 94.8 
NOLO srerracae srstayeneotone 1567 12745 8.1333 100.0 
VOB Oe ccsr ae tereesseysre 1818 13023 7.1633 88.1 
NOS Weare 5 sors lade ate ia ss 1808 9918 5. 4856 67.6 
OS Diese stsekenarsliars 1969 10128 5.1437 63.3 
OSS Barrett ere ite th crore 2430 10898 4, 4848 55.2 
NOS aera rr palchotsey's 5y-¢ 2826 11830 4.1861 51.5 
LOSS eters. c tials ere, aiarens 2576 10625 4, 1246 50.7 
NOS Gis ae fare eeher eyes ot Q787 14790 5.3067 65.3 


Source: New Zealand Official Year Book. 


Unitep Kinepom Butter Imports 


Volume Value ; 
Calendar (in thousands (in thousands of Average Price Index of Price 
Year of cwts.) pounds sterling) (per cwt.) (1929 =100) 
NO 2G ee eet tei cue 5819 48283 8.2974 97.0 
OQ ane ae esis 5819 48205 8.2841 96.9 
NOOSE teas. atekirs 2 3% 6113 52045 8.5138 99.6 
OO ein sreue ave lcceus 16% 6397 54706 8.5518 100.0 
LO SOs any cat cea s sks + 6822 46870 6.8704 80.3 
OS eave t orc te aie vanet ss 8060 46298 5. T7442 67.2 
Oe ett ss, a ae oss 8364 41055 4.9085 57.4 
TOSS Mrs ereete hous, sieve ities 8832 34341 8.8882 45.5 
MOS Aris cettetinescecekstle ¢ 9695 33272 3.4319 40.1 
OS Sientee ftiere a cna Sisk ak 9608 39328 4.0933 47.9 
PO SO ete tree miatay ss t= 9752 444.24 4.5554 53.3 


Source: Statistical Abstracts for the United Kingdom, 1926-1934; International Trade Statistics, League of 


Nations, for 1935. 
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Tue Errects or Freprrat Monetary Pouicy 


Note to Tasues G, H, ann I 


The following summary of Tables G, H, and I (see pages 42-44) pro- 
vides a comparison of selected export items of the prairie provinces—wheat 
and wheat flour, barley, rye, and oats—with export items of the non-prairie 
provinces—nickel, zinc, lead, copper, wood pulp, and newsprint. It indicates 
the close equality in value of these two groups of export commodities, but 
shows that the major export market of the prairie provinces is the United 
Kingdom, that of the non-prairie provinces the United States. 


Torat AND AVERAGE Exports or WHEAT AND WHEAT Four, Baruey, Ry#, aND OATS FOR THE 
PRAIRIE PROVINCES, 1930 To 1936 


Exports of Prairie Provinces to: 


Total Exports of ES Se ae ee ee 

Canadian Prairie All Other 

Period Exports Provinces U.K. U.S. Countries 
TOSO0-S Ghia ane ics ees cee 1304.3 1206.8 725.7 84.1 397.0 
Annual average ........... 186.3 172.4 103.7 12.0 56.7 


Tora, AND AVERAGE Exports or Nicke., Zinc, Leap, Copper, Woop Pune aNnD NewsPRINT PAPER 
FOR THE Non-PRaIRIE PROVINCES, 1930 To 1936 


Exports of Non-Prairie Provinces to: 


Total Exports of 
Canadian Non-Prairie All Other 
Period Exports Provinces U.K. U.S. Countries 
VOS0ESGrensoseiis Sets See ss 1265.5 1240.9 217.5 817.1 207.3 
Annual average............- 180.8 177.3 31.1 116.7 29.6 


Tables G, H, and I, which follow, give details covering each export item 
included in the above summary. The export data for Canada are from the 
Canada Year Book: the remaining data are calculated by the method explained 
on page 10. 
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Tuer Errects oF FepERAL Monetary Po.uicy 


TasLe G—Tortat Canapian Exports or Four Grains, SHARE or Prarrie Provinces In THEsE Exports, 
AND DzstTINATION oF THEIR SHARE, 1930 To 1936 
(In millions of dollars) 


Value of Exports of 
Prairie Provinces to: 


Value of Value of Share 
Total Exports of Exports of UK US. All Other 
Export Item of Canada Prairie Provinces Countries 
WHEAT AND Fiovur: 
LOS Ore ans er re oecrnatorital sa eae ote oe 210.3 198.5 113.4 8.7 76.4 
OS ere eet hte chee te re felt s 134.6 126.1 68.0 10.0 48.1 
NOS Sere te er errant ee tae tae 147.5 140.9 83.5 57.4 
OSS rien herd ve Rite Conte ceed nes 138.7 129.4 79.0 Ae) 50.1 
OS A epee ME rare ye Maret wena tle any 150.8 144.2 94.5 11.0 38.7 
NOS D ramen errr it en torte Meet cae oleae 198.5 186.0 113.5 16.7 55.8 
LOS G Meares ere kak oe erate cbr eee 245.1 226.7 151.7 20.4 54.6 
Ota ete ta a eee eet Seer Ae 1,225.5 1,151.8 703.6 67.1 381.1 
BARLEY 
OS O reese hears man triers SE Meera hr corey? ihe 0 6 Ae 4 
Wb a Lae Pe ar ea ero Ow ee 10.0 7.5 2.8 ; 4.7 
OS OTe is fen MNT ee Scar, Paes ote Reon ig 4.3 3.4 1.9 1.5 
NOS Seer aac een ae et cue Armee tc, ook Ie RY, aes 4 Merde aut 
VOSA SMM caret ely voce see miei Aes arte de 8.3 5.8 es 4,2 .3 
LOS DEM or An Urol RA 3) ate ies 3.6 Drath Aare .9 al 
OS Gt eerste steer ercustsnit tee ete ere enerels 14.9 10.9 J 2 8.6 1 
PLOt a era eta it fo te ee te ee 43.0 31.8 10.9 13.9 Vea 
Rye: 
9S OCR ear con IR tee ire hub In LS aii ao 4 a 
NOS Wee ey Me eee Merete an oocue tele 2.0 1.6 Si, .9 
OS 2 are his is cas en he nas Perak coach titel 4.0 3.4 4 oO 
DOSS emis Coe hee) tee ons tote che Id On ees ota 1.5 et al 1.0 
DEY tee A 2.6 Bone Re te eo Reg ee rE el At) 4 wal 53 
OSD eee Tse re rein tee ae Raber anee =o) aS £4 i ] 
OSGi es ee ee eae tet 226 1.9 Hy a 3 
RST ES 5 ci GAL as Mendis eae eee ear 11.4 9.2 2.6 2.2 4.4 
Oats: 
LOS OSes Reset ne etn ee Ake es eal aut 183 a 4 
LOS Gee ee ote n nen eh ee TR Ons Ge ee 4.7 2.6 bel Ne 1.65 
OS Os Raper eae Coens ee aie Aya Aone Ei 4.3 alot 1.6 iba 
LOSS MR ee me eet hes Hire os, yan Aaa ee eae URYE TEAC ee ban 43 
LOSS ewe ey eee Co eeetyas tes aie ets Saks 4.9 2.6 1.6 AY ae 
LOS ORE PRE foprcons oReMee R ae ee obs 4.5 2.8 ee ail 55) 
De Li, cope ots ae beaee Piety i cee ee CoE ean B15 1.6 i304 4 
Rotaleeme ee. tee eee te bs Uae al 24.4 14.0 8.6 9 4.5 
ALL GRAINS: 
ES eA UE ed fede caitlin Tat ns ‘se 2 See ey Ble ane ee 213.1 200.7 114.6 9.0 tel 
LOSS era ye: ota a nrc are es 151.3 137.8 72.6 10. 55.2 
REL Wiel he opie Anak alts PieRS. ort. alii BLE CPE Eat eneR 160.1 150.4 87.4 aan 63.0 
1A ee. oa SRR CRSA eimioed bate Acca Daneee a O am 142.6 132.0 80.2 pS 50.5 
UOT ERS haat Chia tg AMO ar nap Aarzk od dia pe ined lly apna 164.5 153.0 97.5 16,2 39.3 
LOS Siete eee ee eRe nels cee 206.9 191.8 117.6 Wears 56.5 
TLE ihe. Ca GEA Baa os Eye beet en ee oat MR 265.8 241.1 155.8 29.9 55.4 
EL Otale estas A iok Herta sinless 1,304.3 1,206.8 Zot 84.1 397.0 
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Tue Errects oF Feperau Monetary Pouicy 


Taste H—Torau Canapian Exports or Four Non-Frerrovus Merats, SHARE OF NON-PRAIRIE PROVINCES 
In THESE Exports, AND DESTINATION OF THEIR SHARE, 1930 To 1936 


(In millions of dollars) 


Value of Exports of 


Value of Value of Share of Non-Prairie Provinces to: 
Total Exports Exports of Non- All Other 
Export Item of Canada __ Prairie Provinces U.K. U.S. Countries 
NIcKEL 
POS Oren ees: rere TeV chet tctore wins Shen 18.2 18.2 5.9 9.7 2.6 
NOS PIAS At re eeaee atie ay ate arariindoer oeicuctate 12. 1 12.1 3.6 5.9 2.6 
OSD emer rece ayia amet rete fiction tics a eka 7.5 i. TZ ah 2.6 
OS San vey ech war peters fay eek uate 6iib 5 hd os 28.2 28.2 8.5 12.7 7.0 
OS Ae ee somte ins ect Paee Una chs. eee Sie ae 28.4 28.4 9.7 12.4 6.3 
DAs Sie ale a RRS pine eS OO eee eee gee 41.6 41.6 16,4 17.4 7.8 
DOS Gera re nsec ee ek ee ran cate conn 45.9 45.9 18.2 RYT 9.0 
ROCA Rte ieee eiy entree an ore aan aie 181.9 181.9 58.5 85.5 37.9 
ZINC: 
TOSOE vee ee ae artis orscimerens «as 6.0 5.9 3.3 2.6 
1B YES Ee AG 610.0 ate ALA eT AGR OIA CO OMNIS che oucerers Due 4.5 Ath 1.8 
OSD et ee ee teen kee ace 3.5 Mer 1.5 1.2 
LOS Gee eee an a et a cans 6.3 4.8 3.3 1.5 
OS A rar ee erry ak rere ane e isha ke oles a 7.65 6.3 4.5 lis 1.8 
OSB eee rode tered eeRRT ace els Seated: oh estrone in re tene 8.4 6.8 5.4 5 age 1.4 
OSG ear nee eee actrees tan edt yshet ernest 9.9 8.0 5.5 0.2 2.3 
a A Wee i Cr eh i Pe 46.9 39.0 26.2 0.2 12.6 
Leap: 
LOSO Ry rc ME ire rare ec tterara oie bets 7.0 7.0 2.9 1.1 3.0 
DOS Lertenceneracemtereerci in kee cera wate Sate 4.4 4.4 1.9 af? Ae) 
OS 2 eroi nt Mitr ede arte eaten etecodet ots weiato citraro eter 3.3 Sao 1.8 ok 1.4 
DS Sinccrae caw Weg eer wees oret ce ais oxsne eyo 5.9 5.9 3.3 2 2.4 
OSA mr aarp er teen ents eke traits eiereroe Beale 5.5 5.5 3.2 Fan 2.2 
OS 5 eh arene cee MI ra Soler leads Nore og 8.3 8.3 5.2 ate 3.1 
DS GSO Meera a oee toke ee eee ots coliat b oayinl eA A Soetone 13.8 13.8 8.0 ail 5.7 
EL Ota eet oleate ee Stee 48.2 48,2 26.3 1.8 21.1 
CoprreR 
OSU Merten ye i Reece teats ate ieve Lat 7.3 Yas a4 6.8 72 
OS Leilene ee Pee ness rane ee esti eiy sch atari ees te ae 14.5 2.2 2.2 10.1 
OS Ore en Aer ee eee eee yk eS ters 11.0 8.7 4.9 2.2 1.6 
NOS Sa. en ened away MRE er acts se Nee a cuca eee 17.4 15.0 9.2 .9 4.9 
NOS Qivern woes, oP yices ex vacate ica seis veteres ie Gye ciekaners 20.2 18.1 13.0 9 4.2 
OS Dir sirenee eae recite tem ao iat ern seas 25.7 29 7 14.3 lua 72 
OS Gtrees toh whnoe cite <Motndhor Rae ehlein seria o Mees 38.8 34.7 22.6 2.5 9.6 
ED Dale Meant patent SACS Sen ares ee 137.6 120.9 66.4 16.7 37.8 
Aut 4 Mrrays 
OS O Surat ators era orca rckeoe erotic arena otemereters 38.5 38.3 12.3 17.6 8.4 
ODS Lee ace ees: PONE ren Rate ETS 39.0 35.5 10.4 3.3 17.8 
OS See eee eet ran ne etn etter te cancers 25.3 92.2 9.4 6.0 6.8 
g Us Soe te ROR Phares cab icAti Ai CREO CCRC 57.8 53.9 24.3 13.8 15.8 
OSA Se reo: Nee ete ok tats are eee 61.6 58.3 30.4 13.4 14,5 
OSS es ard eevee estan eas den arenas 84.0 79.4 41.3 18.6 19.5 
LOS Gy rane ee oe Pr iate ce nae ag Cee Ak Hy Maye ae 108.4 102.4 49.3 26.5 26.6 
otal rere ree etree teers iatatee: 414.6 390.0 177.4 104.2 109.4 
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Tue Errects or FepERAL Monetary Pouicy 


Taste I—Torat Canapian Exports or NEWSPRINT PAPER AND Woop Pup; SHARE IN THESE ExPoRts oF 
Non-PRAIRIE PROVINCES; AND DESTINATION OF THEIR SHARE OF Exports, 1930 To 1936 


(In millions of dollars) 


Value of Value of 
Total Exports Exports of Non- 
Export Item of Canada Prairie Provinces 
NEWSPRINT PAPER: 4 
OS ORA Arie eb iive soe cue sca she eevee ot 127.4 127.4 
LOS Por Foe r oii cnatceuetonpars ester arena lel crate 103.0 103.0 
OS Oia ran ue weg. stor tcier ed shoreticracs. oteceers TA.1 74.1 
VOSS eras Bre closes eee roe WSAe Vane 
NOS Whee arm kad oiilcce Sean cto et avel ern he 82.1 82.1 
NOS DoW cn eda ee tickog es Mors eaiaayeNs. ou oo eieoel es 90.8 90.8 
NOS 6 eae Sit CRT ent ise Le) Seed acs oo tosis ee 110.2 110.2 
POU A Mes eater Re ke ha eet echt 660.8 660.8 
Woop Putp: 
TOS ONMatrucroree: eq ereitene tases ates peo ter eveloesrere 33.8 33.8 
OS Teen eecet acco sinteieae oe hecRiey cleo ncaa hells hecstetare 26.2 26.2 
OS Sea Re Le aoe tals es aieie teens 17.8 17.8 
OSS Oa ee ei oie Se akekoys tele Gis GlaN esc Zon 25.1 
AS Aveereae eecee aeons RA eaet eater Letter eee asa ae 25.9 25.9 
NOS Derren te Race ca Le Sohn ote 28.1 28.1 
WOS Ge Ae sertioe ics Rika esaiona Gabi oes AGE eae S322 Sone 
A Deo) Srl Dest Aas, (S.A pad te gis 5 ree RE Ee a 190.1 190.1 
NeEwspPrRInT AND Woop Pup 
OS Over ckd est eee orien ter Geese he arises eae brs 161.2 161.2 
TBD ect OREN CO loos ARNE aR CNOHORE Gene erro 129.2 129.2 
19S Cee ae oh erent ewer cnch enya Stacker aetueten ate 91.9 91.9 
OS Saree ma Meter a saslenes oc wusiin ahawert eens secre 98.3 98.3 
LOS Ae ae etree een ARR ween. ee SN 108.0 108.0 
OS DRT oso aiete cuss Dale ease eas eet eevee 118.9 118.9 
LOS CS re Sates & ie hens reba fore cayrariarss 143.4 143.4 
Bo tal ees cosa o ee a aeincirienitetes 850.9 850.9 
Four Non-Frerrovus Merars, Woop Pup, anp NEwspRINT: 
LOS 0 eae Mee oes ee ciGlaciaaueeietite.s 199.7 199.5 
LOS Tne evar etn teem ert cnet tvars caispat reve 168.2 164.7 
LOSS eee mee ee ee ts era tok ckensieice shea ely eee 114.1 
LOSS eee Pie ree etn le Baas) awe 156.1 152.2 
LOSERS Sees RIN NS vete hahaha sews saw we 169.6 166.3 
OSE RRC EA Lek ete ix, a rare 5 Wie als tonne pe 202.9 198.3 
LOSGE nea es erciee ee ra ck ee ie aera ei os, 251.8 245.8 
TOL aL eae Me lees acl Sikora 1,265.5 1,240.9 


Value of Exports of 
Non-Prairie Provinces to: 


All Other 
U.K. USS. Countries 
ao 110.8 9.6 
5.4 89.4 8.2 
3.0 64.5 6.6 
Aree: 61.2 Cs 
3.4 68.1 11.6 
3.4 73.0 14.4 
Su 89.2 Wes 
29.2 556.2 T5.4 
1e2 29.0 3.6 
1.4 21.4 3.4 
glass 14.0 2.6 
1S 20.2 3.6 
1.7 20.4 3.8 
2.2 23.1 2.8 
1.9 28.6 9.7 
10.9 156.7 22.5 
8.2 139.8 Liiay 
6.8 110.8 11.6 
4.2 78.5 9.2 
5.6 81.4 11.3 
4.1 88.5 15.4 
5.6 96.1 aly sees 
5.6 117.8 20.0 
40.1 712.9 97.9 
20.5 157.4 21.6 
eae 119.1 29.4 
13.6 84.5 16.0 
29.9 95.2 Oak 
34.5 101.9 29.9 
46.9 114.7 36.7 
54.9 144.3 46.6 
Q17.5 817.1 207 .3 


a Very small quantity produced in Manitoba, but producing mill was closed during some years. 
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Tue Errects oF FepeRAL Monetary Po.uicy 


TABLE J—AGGREGATE BALANCE OF PAYMENTS AND ANNUAL AVERAGE FOR CaANnaDaA, 1927 To 1985 
(In millions of old gold dollars) 


First Periop SEcOND PERIOD Tuirp Prriop 
Total for Annual Totalfor Annual Totalfor Annual 
Account 1927-28 Average 1929-31 Average 1932-35 Average 
REcEIPTS: 
Merchandise export balance......... 186.1 93 255.3 64 
Service account receipts............. 407.6 204 671.4 224 287.1 7% 
RO OXDOL CS ete e mince anit Cae) e wien aoe 95.9 48 93.4 31 G47. 4 62 
Capital rmports. io vay aes so oe ss ues $35.1 111 12.9 8 
Motalareceipts'. cca cete sale noes 689.6 345 1,097.9 366 802.7 201 
DISBURSEMENTS: 
Merchandise import balancer. asec. 377.4 126 
Interest and dividends paid.......... Suse 187 687.1 229 575.9 144 
reps! TEPAVMeENntsee eee ena 9.5 5 
Balance due to errors and omissions .. 306.4 153 33.4 11 226.8 57 
Total disbursements.............. 689.6 845 1,097.9 366 802.7 201 


Source: Balance of Payments, League of Nations (Summary Statement). 


Taste K—AGGREGATE BALANCE OF PAYMENTS AND ANNUAL AVERAGE FOR AUSTRALIA, 1928 To 1934 
(In millions of old gold dollars. First period figures not available.) 


Srconp PrrRIop Turrp PERIop 
Total for Annual Total for Annual 
Account 1928-29 and 1929-30 Average 1930-31 to 1933-34 Average 
RECEIPTS: _ 
Merchandise export balance....... 335.8 84 
Service account receipts........... 21.8 11 32.8 8 
Gold OxDOIM Sy ce go ot An os wee aime 142.2 71 170.4 43 
CADItAl IMPOFS co <tc secs us < o oteae 285.8 143 
OLE. TOCOIDUS 6. ra sie sca. sw ae ae 449.8 225 539.0 135 
DISBURSEMENTS: 
Merchandise import balance....... 263.3 132 
Interest and dividends paid........ 336.6 168 469.8 117 
Capital repayments ren 171.1 43 
Balance due to errors and omissions —150.1 —75 —101.9 —25 
Total disbursements............ 449.8 225 539.0 135 


Source: Balance of Payments, League of Nations (Summary Statement). 
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Tue Errects or FeperRaLt Monetary Pouricy 


Taste L—AcGcGREGATE BALANCE OF PAYMENTS AND ANNUAL AVERAGE FoR New ZEALAND, 1928 To 1935 
(In millions of old gold dollars) 


First Preriop SECOND PERIOD TairpD PrrRiop 
Fiscal Year Annual Total for 1929-30 Annual Total for 1931-32 Annual 
Account 1928-29 Average and 1930-31 Average to 1934-35 Average 
pee a ee A eR eS EER eee. Babee me 
REcEIPTsS: 
Merchandise ex- 
port balance .. 48.3 48 133.8 33 
Service account 
recelpts...... —1.9 —2 —2.3 —l1 —8.9 —2 
Gold exports.... 5.4 6 6.6 3 27.8 7 
Capital imports 81.7 32 57.9 29 
Total receipts 83.5 84 62.2 31 152.7 38 
DISBURSEMENTS: 
Merchandise im- 
port balance . . 20.6 10 
Interest and divi- 
dends paid... 42.3 42 87.1 44 110.9 28 
Capital repay- 
Mens. 5c ee 8.2 2 
Balance due to 
errors and 
omissions..... 41.2 42 —45.5 —23 33.6 8 
Total disburse- 
MOCNUS rs fo oases 83.5 84 62.2 31 152.7 38 


Source: Balance of Payments, League of Nations (Summary Statement). 


Taste M—ComPaRATIVE BALANCE OF PAYMENTS FOR CANADA, AUSTRALIA, AND NEw ZEALAND, 
1928 anv 1934 or 1935 


(In millions of old gold dollars) 


Canada Australia New Zealand 
Account 1928 1935 1928-29 1933-34 1928 1934-35 
ReEceEIPts: 
Merchandise export balance... 78.6 82.6 88.9 48.3 24.8 
Service account receipts ..... AML oa 81.5 thei 0.4 —1.9 —2.6 
Goldtexports?hre yas eee 65.3 65.4 12.9 20.3 5.4 9.8 
Capitalimporisn= eee 115.9 31.7 51.6 
otal receiptsmes ene enonee 375.1 229.5 136.0 109.6 83.5 83.6 
DISBURSEMENTS: 
Merchandise import balance. 56.2 
Interest and dividends paid.. 187.9 129.3 166.1 91.0 42.3 o3nl 
Capital repayments......... 45.3 9.7 78.9 
Balance due to errors and 
OMlsslons inow el. teen ee 141.9 90.5 —86.3 —60.3 41.2 60.5 
Total disbursements...... Siar 229.5 136.0 109.6 «83.5 83.6 


Source: Balance of Payments, League of Nations (Summary Statement). 
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Tue Errects or Feprrat Monetary Po.uicy 


TasBLe N—Net Foreren Funps or Canaptan, New ZEALAND, AND AUSTRALIAN BANKS, 
1926 To 1934 


(In millions of dollars. New Zealand and Australian pounds converted at $5.00.) 


CANADA 

Net Funds Held Abroad 4 Total Total Net Funds Held 

Net Foreign Gold Abroad and Gold Reserves 
Year Balance Securities Total Reserves ? Amount Index 
SS ORI etre chan etd erevace 278 59 337 U5} | 468 100 
OD eerie, esos A Eat a ergot ears 233 68 301 131 432 92 
TEAS Sie, Bay a a mee Feta 170 46 216 93 309 66 
Oe Oa SE eet sonia he fewensii iulele 90 45 135 63 198 42 
LO SOR eer ce hee eels it uetehe 66 64 130 96 226 48 
OS Pes Pee loci wis 55 72 ibeys 67 204 44 
MOS Sera tce nee atte onelone Ne ll Ge 83 tis 156 33 
BS bs Kt ee ee —65 G2 67 72 139 30 
iets BES aioe: Gh aenrae amen icen kd 4 


New ZEaLanp 4 


Total Gold Reserves 


Net Overseas Gold and Overseas Funds 
Funds of Banks Reserves 

Year Amount Index 
POZO ues rare heaste, arensnehat 50 to 100 100 
DIE EAP eae phar a ete ey 
sb Bee A spd ws othe ele aes Range from 1921 to 1932 
meet ON Cae estimated at $50 to $100. 
DOS Wiest hore ceaeetersy eicne 
TOS SO ior cise Bucs ndvohenerolls 
OSS cra res cre teahe tote ore 
OS Bi real ard ae sraravee axe 203 18 221 221 

AusTRALIA (COMMONWEALTH BANK) ® 

Total Gold Reserves and 
Funds Held Abroad 

Year Foreign Assets Gold Amount Index 
MO DG eee tester ee euctaraer oor ahs eave Masih [Sica vetanehoders 
UO Opec ta seo te de eer ater ere ederer srs erie averelate ove elarenerel els ite es Ri ow apt 
LOD Sets rein ncaa osaclel ig eieronsle Sis ishe ane eaehehe eerste 82 112 194 100 
VOD De Pie etry canes ao Sale: ee ae Wg, ote haan hones 31 92 123 63 
POS Oa ee io ae rer eae s Susceiviops letaher chen etste masters 16 V7 93 48 
OS Te ee ee eet sare lintian ooh cde te selena fella rahee-ote thos ANRC 60 53 113 58 
TOS Drs io Coen ce tore eaeend reek fol at's hehe cuateies rane, ce he 84 43 127 65 
EQS Sieswcss oes scents or or eee areal eve wan ehers oe Sheu! esisiaah the 168 3 171 88 
EY Te BU Si eitety acral BI OME, Son Geehenesp he oe a cat ARM ch MeaA eps 189 3 192 99 


a Data from Canadian Bankers’ Association, as reported in Report of Royal Commission on Banking and 
Currency, 1933, p. 104. 

b Canada Year Book 1986, p. 895. 

ce The Canadian Economy and Its Problems (Canadian Institute of International Affairs, Toronto, 1934), 
pp. 231 and 251. 


d Official Year Book. Data reported is for trading banks prior to 1934; reserve banks and trading banks 
thereafter; estimate of overseas funds prior to 1932 from commercial banks (League of Nations, 1936), p. 17. 


€ Source: Monthly Bulletin of Statistics, League of Nations. 
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PART IV 


THE EFFECTS OF FEDERAL TARIFF POLICY ON 
WESTERN CANADIAN ECONOMY * 


This memorandum discusses two aspects of Canadian tariff policy as they 
affect the economy of the prairie provinces. In Section I we shall briefly trace 
successive stages in the development of some important aspects of tariff and 
customs legislation. We shall show the gradual extension of protection up to 
1930 and the rapid extension since that date. This extension was provided in 
five ways: (1) by expansion of the number of items in the tariff; (2) by raising 
import duties, both ad valorem and specific; (3) by the application of anti- 
dumping legislation; (4) by fixing values for duty purposes; and (5) by fixing 
values for duty purposes in combination with the general application of 
anti-dumping legislation covering imports that compete with goods made in 
Canada. 


There are also constitutional aspects of tariff legislation which we believe 
it is our duty to lay before this Commission. We will point out the fact that 
important tariff-making functions have been removed from Parliament, and 
that the principle of delegated tariff-making has been established in Canada. 


In Section II of this memorandum we shall attempt to estimate the cost 
of the tariff to Western agriculture. 


SECTION I. TARIFF AND CUSTOMS LEGISLATION IN CANADA 


The development of the Canadian tariff may be studied through historical 
references to the Customs Act and the Tariff Act. In a discussion of tariff 
matters we are concerned with tariff rates, with value for duty purposes 
where ad valorem rates are in effect, and with anti-dumping legislation as it 
has developed in Canada. In this memorandum primary consideration will be 
given to the main features of the Customs Act and the Tariff Act that bear 
upon the establishment of values for duty purposes. 


VALUE FOR DUTY PURPOSES 
DEVELOPMENT OF SECTION 35 


In establishing an ad valorem import duty it is first necessary to fix the 
dutiable value of an imported article. The basis of establishing such values 
for duty purposes has been the subject of considerable legislative action in 
Canada over a long period of years. We propose to trace the legislation on 
this subject from 1867 to the present time. 


*H. C. Grant and C. B. Davidson, with assistance from A. R. Upgren, prepared this submission, and share 
the responsibilities of authorship. Alvin H. Hansen and Jacob Viner read the manuscript and made helpful 


suggestions. 
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Act oF 1867.—The Customs Act of 1867, Section 30 (1), provided that: 


In all cases where any duty is imposed on any goods imported into Canada ad 
valorem, or according to the value of such goods, such value shall be understood to 
be the fair market value thereof in the principal markets of the country whence the 
same were exported directly to Canada; and every appraiser and every collector 
when acting as such, shall, by all reasonable ways and means in his power, ascertain 
the fair market value as aforesaid of any goods to be appraised by him, and estimate 
and appraise the value for duty of such goods, at the fair market value as aforesaid. 


Farr Market Vauur (1883).—In the above legislation we wish to call 
particular attention to the basis of valuation, viz., “such value shall be under- 
stood to be the fair market value thereof in the principal markets of the 
country whence the same were exported directly to Canada.” 


The terms of this section remained in force until the Customs Act was 
consolidated in 1883, when the section was reworded. Section 68 of the 1883 
consolidation provided that “‘Where any duty ad valorem is imposed on any 
goods imported into Canada, the value for duty shall be the fair market value 
thereof, when sold for home consumption, in the principal markets of the 
country whence and at the time when the same were exported directly to 
Canada.” From this it will be seen that the basis of valuation in the 1883 
legislation remained much the same as in 1867, with the added qualification 
that the value for duty purposes was the fair market value “when sold for 
home consumption.” This reference to “home consumption”’ was a new feature. 


WHOLESALE Prices (1921).—The phraseology of the 1883 statutes was 
unchanged until amended in 1921; in this year a minor amendment was made 
in the direction of further interpretation of value for duty purposes and an 
important addition was made to the legislation. This addition was new, 
stating that the value for duty purposes was to be not less than the wholesale 
price of the article concerned. This amendment was important in that it marked 
the first introduction of the principle of relating the value for duty purposes 
to wholesale prices in other countries. 


Cost or Propuction (1921).—The outstanding amendment of 1921, 
however, was contained in the addition of Subsection 2 to Section 40 of the 
Customs Act. This stated: 


Provided that the value for duty of new or unused goods shall in no case be less 
than the actual cost of production of similar goods at date of shipment directly to 
Canada, plus a reasonable profit thereon, and the Minister of Customs and Excise 
shall be the sole judge of what shall constitute a reasonable profit in the circumstances. 


We wish to make particular reference to the addition of this subsection 
to the Customs Act, as it represents a decided change in tariff policy in Canada. 
In effect, this section provided that the value for duty purposes shall in no 
case be less than the actual cost of production of similar goods at date of 
shipment directly to Canada, plus a reasonable profit. Here we have the 
factor of production costs abroad introduced as a criterion in establishing 
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value for duty purposes in Canada. But the 1921 addition went further; it 
stated that the value for duty purposes must also include a reasonable allow- 
ance for profit—another new feature. The implication of these new departures 
was that Canadian tariff authorities in fulfilling their duties had to be in a 
position to know the costs of production in other countries, so that goods 
shipped to Canada could be so valued as to include a reasonable profit to the 
manufacturer or producer abroad. 


But the 1921 legislation went still further when it provided that the 
“Minister of Customs and Excise shall be the sole judge of what shall con- 
stitute a reasonable profit in the circumstances.”’ We submit that this was 
in fact a delegating of tariff-making or taxing powers to a Minister of the 
Crown and that it opened the way for vital decisions upon the sole judgment 
of whoever happened to be Minister of Customs and Excise at the time. 


DEPRECIATED CURRENCIES (1922).—The particular section just discussed, 
however, was short-lived, as it was repealed in 1922, when the Minister of 
Customs and Excise introduced certain amendments to other sections of the 
Customs Act. At the same time (in 1922) a further amendment to Section 40 
of the Customs Act was made, providing for administrative action in respect 
to imports from countries with substantially depreciated currencies. The 
amendment was in the following form: : 


(2) In the case of importation of goods, the manufacture or produce of a foreign 
country, the currency of which is substantially depreciated, the value for duty shall 
not be less than the value that would be placed on similar goods manufactured or 
produced in the United Kingdom and imported from that country if such similar 
goods are made or produced there. If similar goods are not made or produced in the 
United Kingdom, the value for duty shall not be less than the value of similar goods 
made or produced in any European country the currency of which is not substan- 
tially depreciated. 


The Minister may determine the value of such goods and the value so determined 
shall, until otherwise provided, be the value upon which the duty of such goods 
shall be computed and levied, under regulations prescribed by the Minister. 


We do not propose to comment upon the nature of the powers which were 
introduced into the Customs Act to deal with depreciated currencies in 
1922, but we do wish to refer particularly to the powers which were granted 
to the Minister of Customs and Excise. 


Section 35 (1927).—The position in respect to value for duty purposes 
may be summarized by quoting the Customs Act, Section 35, as contained 
in the revised Statutes of Canada for 1927. 


(1) Whenever any duty ad valorem is imposed on any goods imported into 
Canada, the value for duty shall be the fair market value thereof, when sold for home 
consumption, in the principal markets of the country whence and at the time when 
the same were exported directly into Canada. 
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(2) In the case of importations of goods the manufacture or produce of a foreign 
country, the currency of which is substantially depreciated, the value for duty shall 
not be less than the value that would be placed on similar goods manufactured or 
produced in Great Britain and imported from that country, if such similar goods 
are made or produced there. 

(3) If similar goods are not made or produced in Great Britain, the value for 
duty shall not be less than the value of similar goods made or produced in any Euro- 
pean country the currency of which is not substantially depreciated. 

(4) The Minister may determine the value of such goods, and the value so 
determined shali, until otherwise provided, be the value upon which the duty on 
such goods shall be computed and levied under regulations prescribed by the Minister. 


It will be noted that Subsection 1 of Section 35 as quoted above has the same 
phraseology as Section 68 of the 1883 Act; Subsections 2, 3 and 4 first appeared 
in the amended Act of 1922. 


We have now traced the history of Section 35 of the Customs Act from 
1867 to the present time, including the important additions which were made 
in 1921 and subsequently dropped in 1922. 


DEVELOPMENT OF SECTION 36 


Value for duty purposes, however, involves another section of the Customs 
Act—Section 36 as contained in the revised Statutes of Canada, 1927. We 
will now trace the history of that section. 


SECTION 31 (1867).—In 1867, Section 31 of the Customs Act provided: 


The fair market value for duty, of goods imported into Canada, shall be the 
fair market value of such goods in the usual and ordinary commercial acceptation 
of the term at the usual and ordinary credit, and not the cash value of such goods, 
except in cases in which the article imported is by universal usage considered and 
known to be a cash article, and so bona fide paid for in all transactions in relation to 
such article; and no discounts for cash shall in any case be allowed in deduction of 
the fair market value as herein above defined; and all invoices representing cash 
values, except in the special cases herein above mentioned, shall be subject to such 
additions as to the Collector or Appraiser of the Port at which they are presented, 
may appear just and reasonable to bring up the amount to the true and fair market 
value as required by this section. 


Changes in the wording of this clause made in 1883, 1886, and 1907 were 
of minor importance and will not be dealt with in this memorandum. 


1930 AMENDMENTS.—In 1930, however, Section 36 as it appeared in the 
revised Statutes of 1927 was repealed, and the following section substituted: 


(1) Such market value shall be the fair market value of such goods in the usual and 
ordinary commercial acceptation of the term, and as sold in the ordinary course of 
trade, such value in no case to be lower than the selling price thereof to jobbers or 
wholesalers generally at the time and place of shipment direct to Canada. 

(2) Provided that the value for duty of new or unused goods shall in no case be 
less than the actual cost of production of similar goods at date of shipment direct to 
Canada, plus a reasonable advance for selling cost and profit and the Minister shall 
be the sole judge of what shall constitute a reasonable advance in the circumstances, 
and his decision thereon shall be final. 
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The first part of the amending section reaffirms the basis which had been 
previously adopted, namely, that such market value shall be the fair market 
value in the usual and ordinary commercial acceptation of the term and if 
sold in the ordinary course of trade. However, another clause was added, 
stating that such value in no case shall be lower than the selling price thereof 
to jobbers or wholesalers generally, at the time and place of shipment direct 
to Canada. Here again we have a reference in the fixing of value for duty 
purposes in Canada to wholesale price levels abroad. 


Cost or Propuction Pius Setuine Costs Pius Prorir (1930).—Sub- 
section 2 as quoted above is decidedly important in that it went a step further 
than any other previous legislation in regard to the basis upon which values 
for duty purposes are established. It provides that the value for duty purposes 
shall not be less than the actual cost of production of similar goods at date of 
shipment direct to Canada, plus a reasonable advance for selling cost and 
profit. The 1930 revision to Section 36 introduced almost exactly the same type 
of legislation that had been introduced in 1921 as an amendment to Section 35, 
which amendment was dropped in 1922. There was this difference, however: 
the 1930 amendments to Section 36 went one step further and included not 
only cost of production and profit as criteria for fixing value for duty purposes, 
but also a reasonable advance for selling cost. 


MINISTER SOLE JupGE (1930).—The legislation of 1930 also included 
the granting of wide powers to the responsible Minister. The section read: 
“The Minister shall be the sole judge of what shall constitute a reasonable 
advance in the circumstances, and his decision thereon shall be final.’’ 


CoMPLICATED ADMISSION OF Goops (1930).—The amendments of 1930 es 
greatly complicated the admission of goods into Canada, by making specific / 
knowledge a prerequisite to the fixing of import valuations. This fact wiil be 
appreciated when it is considered that before valuation for duty purposes 
can be established, the responsible Minister and the responsible Department 
must be satisfied as to the cost of production of the specified article in the 
country from whence it is imported; they must also be satisfied in every case 
that, in addition to the actual cost of production of the goods imported into 
Canada, a reasonable advance has been made in respect to selling costs, and 
that the manufacturer abroad has included in his price a due allowance for 
profit. 


In summary, this legislation placed upon the responsible Minister and his 
Department the duty of ascertaining the cost of production of thousands of 
commodities produced in all countries, and of satisfying themselves, once 
the cost of production in these countries has been ascertained, that such 
value for duty purposes also included a “reasonable advance for selling costs 
and profit.”’ And, furthermore, the Minister was to be the sole judge of what 
constitutes ‘‘a reasonable advance for selling costs and profit.” 
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Let us look at the effect of these provisions on a manufacturer who 
wishes to export to Canada. Under the terms of Section 36, as established in 
1930, he must furnish, if so requested, to the responsible Minister and his 
Department, evidence as to his cost of production, which involves a detailed 
analysis of his business operations; also evidence that he has included “reason- 
able selling cost” and that he is making a profit out of the business that he 
is doing in Canada. 


In 1934 Subsection 1 of Section 36 was repealed, leaving Subsection 2 
as the basis for establishing value for duty purposes in Canada. 


1936 CuancEs.—In 1936 Subsection 2 of Section 36, as enacted in 1930, 
was repealed and the following substituted as Section 36 of the Customs Act: 


The value for duty of new or unused goods shall in no case be less than the actual 
cost of production of similar goods at date of shipment direct to Canada, plus a 
reasonable advance for selling cost and profit, such advance not to be greater than 
that which in the ordinary course of business under normal conditions of trade, is 
added, in the case of goods similar to the particular goods under consideration, by 
manufacturers or producers of goods of the same class or kind in the country of 
export when sold for home consumption. 


Section 36 as it stands today in the Statutes of Canada retains the main 
points enacted in 1930. It provides for the fixing of values for duty purposes 
on the basis of cost of production, plus a reasonable advance for selling cost 
and profit. 


The changes made in 1936 may be summarized thus: The advance for 
selling cost and profit included in fixing the value for duty purposes shall not 
be greater than in the ordinary course of business under normal conditions 
of trade. In addition, the explicit power granted to the responsible Minister 
in 1930 does not appear in the legislation of 1936. 


REASON FOR AMENDMENT OF 1936.—In respect to the 1936 amendment 
to Section 36, the Minister of National Revenue stated: 


Exporters in the United States and importers in Canada have complained 
during the past few years that in determining the cost of production in the country 
of origin and a reasonable advance for selling cost and profit, the Department of 
National Revenue have arrived at an unreasonably high value for duty purposes, 
the result being that if an ad valorem rate were applicable it worked out to too large 
an amount. Also provisions of Section 6, of the Customs Tariff Act, were brought 


into play, with the result that a special or dumping duty was payable.’ 


Thus, in amending Section 36 in 1936, the Minister of National Revenue 
admitted that unreasonably high duty had been levied under the legislation 
as established in 1930. The Minister further stated: 


1. See Hansard, 1936, page 2,021. 
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We propose to amend Section 36 (2) so that in future the advance added to 
the cost of production for selling cost and profit will not be unreasonable. Specifically, 
it will not be greater than that amount which in the ordinary course of business and 
under normal conditions of trade is added in the case of goods similar to the par- 
ticular goods under consideration by manufacturers or producers of goods of the 
same class or kind in the country of export.? 


We will now pass to a consideration of another interesting phase of tariff 
development in Canada, namely, the development of Section 43 of the 
Customs Act. 


DEVELOPMENT OF SECTION 43 


NaturAL Propucts (1922).—In 1922 the Federal government amended 
the Customs Act, enabling the Governor-in-Council to authorize the Minister 
of National Revenue to fix values for natural products of a class or kind 
produced in Canada that injuriously affected the interests of Canadian pro- 
ducers. The full text of this clause (Section 43 of the Customs Act) is as 
follows: 


If at any time it appears to the satisfaction of the Governor-in-Council on a 
report from the Minister, that natural products of a class or kind produced in Canada 
are being imported into Canada, either on sale or on consignment, under such con- 
ditions as prejudicially or injuriously to affect the interests of Canadian producers, 
the Governor-in-Council may, in any case or class of cases, authorize the Minister 
to value such goods for duty, notwithstanding any other provisions of this Act, and 
the value so determined shall be held to be the fair market value thereof. (1922, c. 18, 
s. 3.) 


The intention of this section was to enable the government to provide seasonal 
tariffs for natural products, especially fruit and vegetables, imported into 
Canada at the time Canadian crops were moving. 


MinisterRiAL Powers ExtEenpep (1930).—In 1930 Section 43 was 
repealed and the following substituted: 


(1) If at any time it appears to the satisfaction of the Governor-in-Council on a 
report from the Minister that goods of any kind are being imported into Canada, 
either on sale or on consignment, under such conditions as prejudicially or injuriously 
to affect the interests of Canadian producers or manufacturers, the Governor-in- 
Council may authorize the Minister to fix the value for duty of any class or kind of 
such goods and notwithstanding any other provision of this Act, the value so fixed 
shall be deemed to be the fair market value of such goods. 

(2) Every order of the Governor-in-Council authorizing the Minister to fix 
values for duty of any class or kind of such goods, and the value thereof so fixed by 
the Minister by virtue of such authority, shall be published in the next following issue 
of the Canadian Gazette. 


The 1922 amendment had been intended to deal with a very small and 
highly seasonable item in Canadian import trade. But in 1930 the principle 
involved in the 1922 amendment was given more general application. It is 
not necessary to elaborate on this fact, as the wording is absolutely clear in 
respect to the intentions and expectations of Parliament. 


2. Ibid. 
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We submit that the terms of the 1930 amendment, as contained in 
Section 43 of the Customs Act, are a negation of those principles upon which 
the international exchange of commodities should take place, and a negation 
of the principles upon which taxation should be levied in Canada. 


MinistEer1AL Powers Limirep (1932).—In 1932 Subsection 1 of Section 
43 was repealed and the following new subsection substituted therefor: 


If at any time it appears to the satisfaction of the Governor-in-Council on a 
report from the Minister that goods of any kind not entitled to entry under the 
British Preferential Tariff or any lower tariff are being imported into Canada either 
on sale or on consignment, under such conditions prejudicially or injuriously to 
affect the interests of Canadian producers or manufacturers, the Governor-in-Council 
may authorize the Minister to fix the value for duty on any class or kind of such 
goods and notwithstanding any other provision of this Act, the value so fixed shall 
be deemed to be the fair market value of such goods. 


The effect of this amendment was to limit the powers of the subsection to 
goods not entitled to entry under a British preferential tariff, or any lower 
tariff, if such exists. 


APPEAL TO Tarirr Boarp (1936).—In 1936 Section 43 was further 
amended by adding a new subsection (3) which read as follows: 


In the case of any value for duty established under the provisions of this section 
after the first day of January, 1936, any interested person may apply to the Tariff 
Board by way of appeal therefrom. The Tariff Board shall thereupon conduct a 
public inquiry and make its findings as to whether, to what extent, and for what 
period such value is required to prevent the importation of goods into Canada from 
prejudicially or injuriously affecting the interests of Canadian producers or manu- 
facturers. If no fixed value is found by the Tariff Board to be required, or if a lower 
value is found to be appropriate, the finding of the Tariff Board will become at once 
effective. If appeal is made to the Tariff Board such value authorized by the Minister 
shall in default of any finding by the Tariff Board in the meantime cease to have 
force and effect upon the expiration of three months from the date of such application 
to the Tariff Board. 


The effect of this new subsection (3) was to provide for an appeal to the 
Tariff Board in respect to valuations established under provisions of Section 43 
of the Customs Act. While we agree that this provision was a decided improve- 
ment and recognized the public interest in decisions which might be made 
under Section 43, the fact still remains that uncertainties in respect to valuation 
for duty purposes persist and constitute a decidedly limiting factor in respect 
to the importation of goods into Canada. We do not need to stress the point 
that for international trade to be conducted upon a reasonable basis it is 
essential that the exact terms and conditions of entrance be known to both 
importers in Canada and exporters abroad. 


AntI-DUMPING LEGISLATION 


Anti-dumping legislation in Canada dates back to 1904. At that time the 
Customs Tariff Act was amended as follows: 
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19 (1) Whenever it appears to the satisfaction of the Minister of Customs or 
of any officer of customs authorized to collect customs duties, that the export price 
or the actual selling price to the importer in Canada of any imported dutiable article 
of a class or kind made or produced in Canada, is less than the fair market value 
thereof, as determined according to the basis of value for duty provided in 
the Customs Act in respect of imported goods subject to an ad valorem duty, such 
article shall, in addition to the duty otherwise established, be subject to a special 
duty of customs equal to the difference between such fair market value and such 
selling price; provided, however, that the special customs duty on any article shall 
not exceed one-half of the customs duty otherwise established in respect of the article, 
except in regard to the articles mentioned in items 224, 226, 228 and 231 in Schedule 
A to the Customs Tariff, 1897, the special duty of customs on which shall not exceed 
fifteen per cent ad valorem, nor more than the difference between the selling price 
and the fair market value of the article. 


In the legislation of 1904 there were eight subsections under Section 9 
relating to detail rather than to principle; we will make no comment upon 
these subsections. The principle of the legislation is contained in Subsection 1 
as quoted above. 


PRINCIPLE OF LEGISLATION OF 1904.—The principle involved in the 1904 
legislation was that if the actual selling price to the importer in Canada of 
any imported dutiable article of a class or kind made or produced in Canada 
was less than the fair market value thereof as determined by the Customs Act 
as it then stood, then such goods were to be subject to a special duty equal 
to the difference between the fair market value and the selling price. The 
special duty was not to exceed one-half of the customs duty otherwise estab- 
lished for the article. 


The importance of the 1904 legislation lies in its provision for protecting 
Canadian industry against goods being dumped on the Canadian market from 
abroad. It provided a method whereby dumping in the Canadian market 
could be prevented. It further provided for legal recognition of the difference 
in status between goods made in Canada and those not made in Canada. The 
legislation of 1904 refers explicitly to goods “of a class or kind made or produced 
in Canada.” This differentiation between goods made in Canada and goods 
not made in Canada has become increasingly marked with the development 
of tariff and customs legislation. 


Subject to some rearrangement, the dumping legislation of 1904 was 
carried forward as Section 12 of the Customs Act of 1906. 


Section 6 (1907).—In 1907 the Canadian Customs Tariff Act was con- 
solidated, and Section 12 of the 1906 legislation became Section 6 of the 1907 
consolidation, certain changes being made. Section 6 as established in 1907 
read as follows: 
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In the case of articles exported to Canada of a class or kind made or produced 
in Canada, if the export or actual selling price to an importer in Canada is less than 
the fair market value of the same article when sold for home consumption in the usual 
and ordinary course in the country whence exported to Canada at the time of its 
exportation to Canada, there shall, in addition to the duties otherwise established, 
be levied, collected and paid on such article on its importation into Canada, a special 
duty (dumping duty) equal to the difference between the said selling price of the 
article for export and the said fair market value thereof for home consumption; and 
such special duty (dumping duty) shall be levied, collected and paid on such article, 
although it is not otherwise dutiable. 


__ Provided that the said special duty shall not exceed fifteen per cent ad valorem 

in any case. 

__ Provided also that the following goods shall be exempt from such special duty, 

ViZ.: 

(a) goods whereon the duties otherwise established are equal to fifty per cent ad 
valorem; 

(b) goods of a class subject to excise duty in Canada; 

(c) sugar refined in the United Kingdom; 

(d) binder twine or twine for harvest binders, manufactured from New Zealand 
hemp, istle, or tampico fibre, sisal grass, or sunn, or a mixture of any two or 
more @ them, of single ply and measuring not exceeding six hundred feet to the 
pound. 


Provided further that excise duties shall be disregarded in estimating the 
market value of goods for the purpose of special duty when the goods are entitled 
to entry under the British Preferential Tariff. 


The legislation of 1907 was more comprehensive than that of 1904. Since it 
included reference to fair market value ‘““when sold for home consumption in the 
usual and ordinary course in the country from whence exported to Canada,” 
its definition of fair market value was more definite than that of the legisla- 
tion of 1904. A further step was taken in the 1907 legislation in that its 
dumping legislation applied to articles which were duty free; the 1904 legisla- 
tion had referred only to dutiable articles. 


Srction 6 (1927).—In order to trace more clearly the subsequent changes 
in Section 6 of the Tariff Act, we quote herewith Section 6 as it stood in 1927, 
although there were only slight changes made in this legislation between 
1907 and 1927. 


In the case of articles exported to Canada of a class or kind made or produced in 
Canada, if the export or actual selling price to an importer in Canada is less than the 
fair market value of the same article when sold for home consumption in the usual 
and ordinary course in the country whence exported to Canada at the time of its 
exportation to Canada, there shall, in addition to the duties otherwise established 
be levied, collected and paid on such article, on its importation into Canada, a special 
or dumping duty, equal to the difference between the said selling price of the article 
for export and the said fair market value thereof for home consumption; and such 
special or dumping duty shall be levied, collected and paid on such article, although 
it is not otherwise dutiable. 


Provided that the said special duty shall not exceed fifteen per cent ad valorem 
in any case; and the following goods shall be exempt from such special duty: 


10 


mille. : - int wae 
a ieiaey han th vo ata 


7 | i 4 if + 2 7 
. 9 7 fis idan F ; aa rey ete: 


inst f bn Maite rhe ) 
eo, I ay he 
ey siyram Pha 
ri . ' tn ell roy 


aul ae 
ho 9 ehchaato bananas we rls gale odd incentive mbotag fm) 9 
haere pray i Sol say goog 


in Ace 
als) chee ae 2 i ai 


gag nan . : ; 
witiaurh bibivost ‘Seca 


inane se Mak Sea 4 eae ‘ees 
$ dev yee y tnd ty 


Ca ut hab 


fe aa TE % OLIN Paes “ 
VE Maul ne bod gta Mal py cone@hat Os 

Dea evibae” tatty tat crdeny! dts ok derekiers "yunettbpery 

ee eanh dT VRP teint ase nwt Potten. al te rf 

coe | ie Re ae: 

A RY atta om anil intr Sit a ee 


pe 
‘sage shai Bab on ylne porn 


Trecy dese: ae wow sont by tolae pay fsa 6 witede 
ou aT: hewn IE Snot SBiccad A: ww nde Dire’ I a2 a0 mot eee 
sty wap cal maida ‘gael 4) shaun womens Jaligthe vier rigey sas? dyudalh 

Tat trees FOUL 


fe Cyyi peer siaag be one why where") ae brtlou si ici ly. Ped elt al 


¢ 


et fads 1d wah 09 seskoyy nile Thatta Wo denepes ult Ti beat 

Thea tela ts. at ols wild 2 bee norte A wide tH th “uloe fiche iial 

ort hee ne mul? 26. 6+ Dopo ootediw en onlt mt iipon naire ‘bow, . 
abealele lore Resist viv ol OF at Lrieide af. Mande govt olvetal) 0 Matha Te . 


dlr © AA ‘yeti ' pie te aiLivs -laifin Bone ig That hai Ivitnesllero:, thalys nh 

A ithaay asl. Wy eae: siphon Able orl eam t wt numeri oct ret harp. edarh yprtqeetuly tee 

eo Tesh Rae ine \ertinl® otha factual alg) binant) ti Sgn pte, 1)" 

Hendibs staltvn Wie chy hing etd beaheatiqn babrd oul Tadey vitiods sir hepsi Ww) mh 
gtbalgu ly tivingeltie dow ab 


eer ha Lae ee 0 mia heey Joye Us ke its Taaderonee hiak ait nid tenet 
sun iheeoue dodge antes sae a Mule. akyeatiny pagar ol! lace: eager sis ral 


A ‘ ? 
! ' ; i 

F at é . F oy 
“ be 
: 7 

i be ta y ae 
iH ve ; ee iad we 

i Lit 4 athptece | 
‘ ; ; { 41 a . ot ee Ohi) i= A V7 


Errects or Freprerau Tarirr Poricy 


(a) goods whereon the duties otherwise established are equal to fifty per cent ad 
valorem; 

(b) goods of a class subject to excise duty in Canada; 

(c) sugar refined in the United Kingdom; 

(d) binder twine or twine for harvest binders manufactured from New Zealand 
hemp, istle, or tampico fibre, sisal grass, or sunn, or a mixture of any two or 
mere ot them, of single ply and measuring not exceeding six hundred feet to the 
pound. 


As regards the 1927 anti-dumping legislation, we wish to point out its 
similarity to the 1907 legislation. It is important to notice that the 1927 
legislation provided specifically that the special or dumping duty should not 
exceed 15 per cent ad valorem in any case; and, further, goods whereon duty 
otherwise established was equal to 50 per cent ad valorem were exempt from 
dumping duties. 


REVISION oFr 1930.—A major revision of Section 6 of the Tariff Act took 
place in 1930. The following section was substituted: 


(1) In the case of articles exported to Canada of a class or kind made or pro- 
duced in Canada, if the export or actual selling price to an importer in Canada is less 
than the fair market value of the same article when sold for home consumption in 
the usual and ordinary course in the country whence exported to Canada at the time 
of its exportation to Canada, or is less than the fair market value or value for duty 
thereof as determined under the provisions of section thirty-six of the Customs Act, 
or is less than the fair market value thereof as fixed by the Governor-in-Council under 
the provisions of section thirty-seven of the Customs Act, or is less than the value 
for duty thereof as determined by the Minister under the provisions of paragraphs 
(a) and (e) of section forty-one of the Customs Act, or is less than the fair market 
value thereof as fixed by the Minister under the provisions of section forty-three of 
the Customs Act, there shall, in addition to the duties otherwise established, be 
levied, collected and paid on such article, on its importation into Canada, a special 
or dumping duty, equal to the difference between the said selling price of the article 
for export and the said fair market value thereof or value for duty thereof; and such 
special or dumping duty shall be levied, collected and paid on such article although 
it is not otherwise dutiable. 


Provided that the said special duty shall not exceed fifty per cent ad valorem 
in any case, and the following goods shall be exempt from special duty, viz.: 

Goods of a class subject to duty under the Excise Act. 

Provided, notwithstanding, that on importations from Australia under the 
Australian Trade Agreement Act, 1925, the said special duty shall not exceed fifteen 
per cent ad valorem in any case. 

Notwithstanding anything in this Act contained the levying and collection 
heretofore of special or dumping duty in cases where the fair market value of goods 
was determined by the Minister, acting or purporting to act under the provisions of 
section forty-seven (a) of the Customs Act, as enacted by section three of chapter 
eighteen of the Statutes of 1922 (section forty-three of the Customs Act, R.S. 1927), 
is hereby ratified and confirmed. 


The first part of Section 6 as established in 1930 is identical with the 
corresponding portion of Section 6 as of 1927. In 1930, however, an important 
addition was made. The 1930 legislation read, as in 1927, that “if the export 
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or actual selling price to an importer in Canada is less than the fair market 
value of the same article when sold for home consumption in the usual and 
ordinary course in the country whence exported to Canada at the time of its 
exportation to Canada’’; but in 1930 the legislation goes further and adds “‘or 
is less than the fair market value or value for duty thereof as determined under 
the provisions of section thirty-six of the Customs Act, or is less than the fair 
market value thereof as fixed by the Governor-in-Council under the provisions 
of section thirty-seven of the Customs Act, or is less than the value for duty 
thereof as determined by the Minister under the provisions of paragraphs (a) 
and (e) of section forty-one of the Customs Act, or is less than the fair market 
value thereof as fixed by the Minister under the provisions of section forty- 
three of the Customs Act.” 


EXTENSION OF Powzmrs (1930).—The effect of the addition of these words 
in 1930 was to bring the full powers of dumping legislation as it had previously 
been developed in Canada to bear on the bases of valuation which had been 
established under Sections 36, 37, 41, and 43 of the Customs Act. Prior to this 
change in the statutes, dumping legislation had been developed in order to meet 
those infrequent conditions under which commodities are dumped in inter- 
national trade. By the legislation of 1930, the anti-dumping legislation 
developed in previous years was given general application to the tariff structure 
of Canada, coming to apply to valuations established under those sections 
of the Customs Act previously discussed. 


There were further features added in 1930. Under the 1927 legislation the 
special or dumping duty could not exceed 15 per cent ad valorem in any case. 
Under the legislation of 1930 the special maximum or dumping duty was raised 
to 50 per cent ad valorem. 


EXEMPTION Droprep (1930).—It will also be recalled that in the 1927 legis- 
lation articles were exempt from the special or dumping duty if duties other- 
wise established were equal to 50 per cent ad valorem. In the 1930 legislation 
this exemption was dropped. 


DEPRECIATED CURRENCIES (1933).—In 1933 a new subsection was added 
to Section 6. This read as follows: 


9 (a) Notwithstanding the provisions of any other law, the Governor-in- 
Council may, from time to time as occasion requires, order and direct, subject to 
such exceptions as may be made, what shall be the rate of exchange fixed for any 
currency in computing the value for duty of goods imported into Canada from any 
place or country the currency of which is depreciated and in case a sum in Canadian 
currency less than the invoice value of the goods in the currency of the place or 
country of export, computed at the rate of exchange so ordered, be paid for the goods, 
the actual selling price of the goods to the importer shall be regarded as less than 
the fair market value of the goods when sold for home consumption, and the pro- 
visions of this section shall apply and special or dumping duty shall apply equal to 
the difference between the value of the invoice computed at the current rate of 
exchange or at the average current rate from time to time fixed by order of the 
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Governor-in-Council, and the value of such invoice, computed at the rate of exchange 
for duty so ordered as aforesaid, or may be less than such difference as the Governor- 
in-Council may from time to time order and direct; and the Governor-in-Council 
may order and direct that in all cases of sales or consignments of goods imported 
into Canada, where the importer owns, controls or is interested in the business of the 
exporter, or the exporter owns, controls or is interested in the business of the importer, 
or the importer and exporter operate under a controlling or holding company, not- 
withstanding the expressed terms of the sale or consignment, the transaction shall be 
regarded as a sale and the actual selling price to the purchaser in Canada shall be 
taken to be the value of the goods in the currency of the place or country of export 
converted into Canadian currency at the current rate of exchange, or at the average 
current rate from time to time fixed by order of the Governor-in-Council, and shall 
be regarded as less than the fair market value of the goods when sold for home 
consumption, and the provisions of this section shall apply and special or dumping 
duty shall be deemed to apply equal to the difference between the value of the 
invoice computed at the current rate of exchange or at the average current rate from 
time to time fixed by order of the Governor-in-Council, and the value of such 
invoice computed at the rate of exchange for duty so ordered as aforesaid, or may 
be less than such difference as the Governor-in-Council may from time to time 
order and direct. 


Any order-in-council made hereunder may be varied, extended or revoked at 
any time by the Governor-in-Council. 


The foregoing section provides the basis for the power the Governor-in- 
Council exercised, in 1933 and later, in respect to fixing rates of exchange for 
the calculation of value for duty purposes in the case of goods shipped from 
countries with depreciated currencies. 


We merely call the attention of the Commission to the powers taken at 
that time, powers which had the effect of adding special duties to offset foreign 
currency depreciation and of insulating the price structure in Canada from 
the effects of prices which might be quoted to Canadian importers in countries 
whose currencies were to any great extent depreciated. 


1936 Cuances.—In 1936 Subsection 1 of Section 6 of the Tariff Act was 
repealed and a new subsection substituted therefor. This reads as follows: 


In the case of articles exported to Canada of a class or kind made or produced 
in Canada, if the export or actual selling price to an importer in Canada is less than 
the fair market value of the same article when sold for home consumption in the 
usual and ordinary course in the country whence exported to Canada at the time of 
its exportation to Canada, or is less than the fair market value or value for duty 
thereof as determined under the provisions of section thirty-six of the Customs Act 
or is less than the value for duty thereof as determined by the Minister under the 
provisions of paragraphs (a) and (e) of section forty-one of the Customs Act, or 1s 
less than the fair market value thereof as fixed under the provisions of section forty- 
three of the Customs Act, there shall, in addition to the duties otherwise established 
be levied, collected and paid on such article, on its importation into Canada, a 
special or dumping duty, equal to the difference between the said selling price of the 
article for export and the said fair market value thereof or value for duty thereof; 
and such special or dumping duty shall be levied, collected and paid on such article 


although it is not otherwise dutiable. 
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Provided that when it is established that any articles though of a class or kind 
made or produced in Canada are not offered for sale to the ordinary agencies of 
wholesale or retail distribution or are not offered to all purchasers on equal terms 
under like conditions, having regard to the custom and usage of trade, such articles 
may be exempted from special or dumping duty. 


The main point of difference between the original and substituted sub- 
section is the deletion of reference to Section 37, which no longer exists in the 
Customs Act. Also a provision was made to the effect that where articles of a 
class or kind made or produced in Canada are not offered for sale to the 
ordinary agencies of wholesale or retail distribution or are not offered to all 
purchasers on equal terms, such articles may be exempted from special or 
dumping duty. In discussing this amendment in the House of Commons, the 
Minister of National Revenue explained that its purpose was to provide for 
the waiving of dumping duties if it was felt that monopolistic conditions 
existed in the Canadian market and that the public were being exploited. 


The most important amendment, however, was the addition of Sub- 
section 10, which stated: 

For the purposes of this act articles shall not be deemed to be of a class or kind 
made or produced in Canada unless so made or produced in substantial quantities 
and the Governor-in-Council may by order-in-council provide that such quantities, 
to be substantial, shall be sufficient to supply a certain percentage of the normal 
Canadian consumption and may in such order fix such percentage. 


This decidedly important amendment provided that no industry in 
Canada could secure the benefits of Section 6 of the Tariff Act unless it was 
in a position to supply a certain percentage of the normal Canadian con- 
sumption. In introducing this amendment the Minister of National Revenue 
stated that it originated in the then recently negotiated trade treaty with 
Japan, in which the Canadian government had undertaken not to apply 
dumping duty unless Canadian production exceeded 10 per cent of the total 
Canadian consumption. | 


We feel that this section had a liberalizing effect, but the fact still remains 
that 100 per cent of the Canadian consumption of any commodity can be 
taxed through the imposition of dumping duties in order to give additional 
protection to the manufacturer who is supplying any portion of the Canadian 
market over 10 per cent. 


There has been, then, a more or less steady trend toward increasing the 
burden of tariff on Canadian consumers and more effective amounts of pro- 
tection given to domestic producers; and the mechanism of importation has 
become more burdensome and more hazardous for importers through a series 
of changes in valuation provisions pointing to more rigorous and more arbitrary 
customs administration. 


TARIFF RATES 


Having dealt in some detail with tariff and customs legislation, we wish 
now to direct a few remarks to tariff rates. The Tariff Act, which includes 
tariff rates, was a relatively simple piece of legislation in the 1906 consolidation 
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of the Statutes of Canada. At that time items in the tariff were relatively few 
and the commodities coming into Canada were either subject to stated duties 
or included definitely on a free list. Since 1906 the Tariff Act has developed 
continuously ; new items have been added and old items have been sub-divided, 
so that consideration of a consolidation of the Tariff Act in any of recent years 
reveals a complex and unwieldy rate structure affecting a tremendously wide 
range of commodities. So complex have tariff schedules become that there are 
few people in Canada who understand the workings of present tariff schedules. 


We do not propose to enter into a detailed discussion of tariff rates, but 
only to suggest to the Commission that there is little doubt that tariff rates 
have increased strikingly in the past thirty years.? We could refer to particular 
rates which have increased during this period; we could refer to commodities 
which were duty free thirty years ago, but which today are subject to duties; 
and if the Commission so desires we would be glad to submit more details 
along this line. But at the moment we will content ourselves with the above 
observation that there has been an upward movement in tariff rates over the 
last thirty years, and consequently that the tariff burden upon the primary 
industries of Western Canada has been increasing steadily. 


SUMMARY OF TARIFF AND CUSTOMS LEGISLATION 


We have discussed in some detail the Statutes of Canada dealing with 
the Tariff Act and the Customs Act. We believe that our discussion of this 
legislation justifies the following observations: 


1. We submit that it is a fair interpretation of the analysis of customs 
and tariff legislation as outlined in the preceding pages to state that there has 
been a progressive tightening of import restrictions in Canada. There have 
been occasions in Canada when import restrictions have been eased, but look- 
ing at the development of tariff and customs legislation over a long period of 
years, we submit that the basic trend has been in the direction of increasing 
restriction. In its early years the Canadian tariff was a simple matter, but it 
has now become a complicated instrument of trade control, which might be 
designated a “protective system” rather than a protective tariff. 


2. We submit that in the development of customs and tariff legislation 
in Canada, certain basic principles of taxation have not been recognized to the 
extent they should have been. We regard import duties, or any measures of 
import control having as their effect either increasing existing rates or limiting 
entrance of goods from abroad, as being a form of taxation. In our view, it 
is a sound principle that the taxation of imports should be a matter of decision 
by the Federal Parliament, and we believe that the development in recent 


3. Official reports of House of Commons Debates, Ottawa, indicate that “‘orders for return” have been re- 
quested to show specific increases in rates and items, but as these are not published in Hansard, they are not 


available for submission at this time. 
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Errects oF FepERAL Tarirr Pouicy 


years, whereby import duties may be levied or affected by decisions of the 
Governor-in-Council or the Minister of National Revenue or the Department 
of National Revenue, constitutes an undesirable method of levying taxation, 
especially where full information is not available to the public in respect to 
the use of delegated powers. 


3. In the conduct of international trade it has been recognized that a 
tariff should extend definite and fixed treatment to commodities entering a 
foreign country. The rates may be high or low, but they should be well known 
and well defined. We submit that the trend of tariff legislation in Canada in 
recent years has been away from this principle, that it has more and more 
tended towards treating each shipment on an individual basis, and has more 
and more involved the discretion and judgment of either the Minister of 
National Revenue or the Department of National Revenue in respect to the 
terms of admittance. 


4. We submit that the admission of goods into Canada is unduly 
restricted, or unduly complicated, by those features of the Tariff Act or the 
Customs Act requiring the Department of National Revenue to base values 
for duty purposes upon detailed inquiries in foreign countries to ascertain: 
(a) cost of production; (b) selling cost; (c) profits. We submit that the basing 
of import values upon comprehensive investigations in foreign countries cannot 
but slow down administrative action and delay, hinder, and discourage the 
flow of imported goods into Canada; and has probably had the effect of creat- 
ing a certain amount of ill-will towards Canada on the part of those countries 
whom we expect to buy large amounts of Canadian wheat and farm products. 


5. We submit that the present basis of fixing import valuations leaves a 
great element of uncertainty in respect to tariff rates in Canada. The exporter 
abroad and the importer in Canada do not know exactly how their goods are 
to be treated by the customs administration, and the flow of goods into Canada 
is thereby hindered, and healthy foreign competition in the Canadian market 
is restricted. 


6. We submit that the trend of tariff and customs legislation is to main- 
tain the prices of imported goods laid down in Canada and to eliminate price 
competition from abroad. This lack of healthy foreign competition tends to 
create artificial price levels in Canada. 


7. The powers granted under Section 43 of the Customs Act give effect 
to exaggerated protectionist doctrines. As an instance of this, the Commission 
is referred to Order-in-Council No. 2910, dated December 17, 1930, which 
deals with the application of Section 43 of the Customs Act to barbed wire, 
a farm necessity which, up until a few years ago, had been treated as a “‘free 
product.” 
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Errects oF FrepERAL TarirF Poricy 


AT THE GOVERNMENT HOUSE AT OTTAWA 
Wednesday, the 17th Day of December, 1930 
Present: His ExceLLency THE GOVERNOR-GENERAL-IN-COUNCIL 


_ Whereas, the Minister of National Revenue reports that Barbed Wire is being 
imported into Canada under such conditions as prejudicially or injuriously affect 
the interest of the Canadian producers; 


Therefore, His Excellency the Governor-General-in-Council, on the recom- 
mendation of the Minister of National Revenue, is pleased under the authority of 
Section 43 of the Customs Act, Chapter 42, R.S.C. 1927, as amended by Section 4 
of an Act to amend the Customs Act assented to 22nd September, 1930, to authorize 
and doth hereby authorize the Minister of National Revenue to fix the value for 
duty of Barbed Wire, notwithstanding any other provision of the Customs Act; 
the value so fixed to be deemed to be the fair market value thereof. 

E. J. Lemaire, 


Clerk of the Privy Council. 


8. We submit that the successive amendments to the Tariff Act and the 
Customs Act which we have reviewed have unduly limited the importation of 
goods into Canada, have tended to stifle foreign competitors in the domestic 
market, and have specifically increased the cost of production and the cost 
of living in the prairie provinces. 


9. We submit that the increased tariff load was placed upon the West 
at a time when prices for farm products were at abysmally low levels and that 
this action on the part of the Federal government greatly increased the 
financial difficulties of farmers in Manitoba and affected the ability of the 
Manitoba government to maintain its revenues from taxation. 


10. The legislation outlined above diminished tariff revenues and these 
diminished tariff revenues were offset in part by the sales tax. Thus a double 
load was placed upon primary producers of Western Canada. 


11. Finally we submit that Federal tariff policy has constituted a dis- 
ability of major proportions for the people and governments of Western 
Canada, a disability which has grown with each successive tightening of import 
restrictions. 


4. An approximation of the relative advantage or subsidy received in the Province of Manitoba from the 
operation of the Canadian tariff is suggested in the following data. All data are from publications of the Domin- 
ion Bureau of Statistics, Ottawa. 


NuMBER GAINFULLY EMPLOYED, 1931 


Industry Canada Manitoba 
COMAOMINIRES eee chacics a io oe Gate OR recente RNIE bre = 31,490 41 
Fruit and vegetable canning...........-.-..seeeeeee 3,073 20 
GtgHE TORING) foe 66 nee oie gs 1d cwies binermenind > om sme 2,219 4 
Rubber products. ache cnc ves hee cine splat 6 aa eaten es 13,917 97 
Wel oY Perera ees i GONE CLG REE ROE Peete che Ss eaPRON RC 7,524 5 
LBZ R IVS Oyo Oe Aig GeO OI OOD 0 EE HORT OO RO SO PSI DiMA 25,094 437 
1B YeVe VVC MO ett ae A 4 An A Oem cooricoD Gloloda co aor 16,411 50 


(Footnote Continued on Page 18) 
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NuMBER GAINFULLY EmpLoyep, 1931—Continued 


Industry Canada Manitoba 
PR EXE ITS Sask Pein taeel Te SAE PaO Gotoh Oona Mans eae Dares Aan 97,739 1,563 
COE ONE ZOOS cata ira Mearns iy coxa Seen Ee ares 18,444 12 
Clothines(moteustom) ewe aay ee ere eer 43,029 1,182 
Women stelothing canes. sei nous ussite ean ne eee 15,890 319 
Urb ree ee Ren heel eeed cree ats ae ou neem ee tee 14,716 416 
Agriculturalamplements 745 shore eine ee 7,968 520 
Smelting and. retining 93% [4 Fes c. ee ie hoen beeen « 20,125 798 
Totalhironjandsproducts naan ese tee ewnon ee ie eae 46,004 10,087 
NuMBER AND Per Cent GaAInruLLy OccuPrizED, BY INnpDusTRY, ManitrosBa, 1936 
Industry Number Per Cent 
MN SEIU UIT Oars teats or fe ater Pera mo cid Aekoe Shas rate es see 93,261 34.45 
Forestry, fishing, and trapping. ....................- 4,705 1.75 
TG RaW O oF Ps Gah neers en eae ins PLAS Ieee Nem air ae A 2,136 79 
Electric power os fas F Sat Pe os te are DA Ae solar he 1,368 .61 
G@onstructione peer petit eh ee Sas er 15,806 5.84 
Firs USDORtAlOl we cat aee ee ce ako or eaten te ere 23,782 8.78 
8 SEY 0 (ih arate ain ee aE ee GR Oe de Sure RAC Rey 08 31,216 11:53 
EBay als, Mig GAN Gf RPP E LS eae ore eee eee 6,859 2.53 
SEDVAICO Me rere S Cie ee Shr ae Aan eV an aie, eon 53,203 19.65 
Unspecified ere cats coe ea ene oe aera meee pease ch: 11,909 4,40 
Ma nulacturinge® aiisam | dea: «et ero cies seeeetow eras 26,447 9.77 
TPOtaleeea sree, oho Ways Aa tata he nee ee ee ROT rent ores 270,692 100.00 
PRINCIPAL STATISTICS OF THE Six LEADING 
MANUFACTURING INDUSTRIES OF ManiroBa, 1932 
Numbers of Gross Value 
Industry Employees of Products 
Slaughtering and meat-packing...................-. 1,214 $13,011,468 
Railwayerolling stocker pais on cu cee. ocean ite reas 4,700 8,936,011 
Centralelectric stations. «40... e.ctss uke nesses nee 1,161 6,534,141 
Flourandsteeds mills 2c ce strane aries aden. Sipe 479 6,443,072 
Buttercanducneese siete. ec stirs ak ary See ae ee IAT 993 6,239,213 
Printinglande publishing eye) arene ite ale ence 1,112 3,943,006 
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SECTION II. INCIDENCE OF THE TARIFF BURDEN ON 
WESTERN CANADA 


The Commission is no doubt aware of the estimate made by Norman 
McL. Rogers of the provincial incidence of the Canadian tariff.5 We shall not 
attempt to criticize or sustain his methods or results, which the author himself 
presents with reservations.® Professor MacGregor, who criticizes Mr. Rogers’ 
method,’ doubts the validity of assuming that the prices of protected goods 
are raised by 26 per cent (duties collected as a percentage of dutiable imports). 
He also challenges the estimates of the total value of production which is 
supposed to benefit from the tariff and attempts to show by another method 
that Mr. Rogers has probably overestimated such benefits. With these refine- 
ments of technique we are not at this time concerned. We are, however, 
urgently concerned with revealing as realistically and objectively as possible 
the added burden that national tariff policy places on the agricultural industry 
of Western Canada. 


The importance to Canada of western agriculture and the necessity of 
lowering the costs of producing western grain, if it is to compete successfully 
in world markets, are axiomatic. It is agreed that we should pay some price 
for federation and the preservation of a ‘balanced economy. But the price we 
pay should be known, and the administrative devices by which we are com- 
pelled to pay should be revealed, if the inequities of our present arrangement 
are to be adjusted. We have attempted to reveal how tariff and customs 
administration increased the weight of protection; we shall now attempt to 
measure the burden in money terms. 


5. Norman MclL. Rogers, A Submission on Dominion-Provincial Relations and the Fiscal Disabilities of Nova 
Scotia within the Canadian Federation. King’s Printer, Halifax, 1934. 


6. Ibid. Mr. Rogers says: “It is desirable to emphasize again that this table representing the provincial distri- 
bution of tariff, subsidies and tariff costs, is chiefly valuable as an indication of a condition.’”’ His estimates 
of enhancement of prices due to the tariff are: 


Net Gain Net Loss 
: Total Per Capita Per Capita 
Prince Edward Island .....8 2,042;150 = == 3 <....% $17.88 
INovalSconlamen sams ei. oe LOT S4k C47 ee eee) Yahoo ye 7, 12,28 
New Brunswick........... ESS OU OT ae nm» Weer te 11.67 
Qicbecees fc eo eee 101,171,562 SLUSOS:) Gath I Wee 
Ontario. 2.00 Ako eet 168,732,723 TOR GSS a ee te ee ar 
Manitobare a tein nee 2951855740" genre he Se 13235 
Saskatchewan... .4. «eee. 29:998.08 5 en ue eee 28.16 
Al bertasce2.ccaae tae miorrer 27,909; SOG AP OF iy oul Maem: s 26.93 
British Columbias oo. 22.04% STS T. SETS Pe Pea eae. Ree Aa oho} 


7. D.C. MacGregor, The provincial incidence of the Canadian tariff, Canadian Journal of Economics and 
Political Science, Vol. 1, 1935. 
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Errects oF FEpERAL Tarirr Pouicy 


INVESTIGATION OF THE BURDEN OF NATIONAL TARIFF POLICY 
ON WESTERN AGRICULTURE 


The cost of the tariff is known and felt by Western farmers when they 
buy producers’ or consumers’ goods. They may not know particular rates, or 
how tariff costs are pyramided, or whether the duties levied are fully protective 
for Canadian industry, or the extent of competition in the Canadian market. 
But they do know, for instance, by direct price comparison that they are 
paying more for automobiles than the United States farmers, and they suspect 
that a comparison of other items would reveal similar discrepancies. 


PREPARATION OF SAMPLE BUDGET 


This, in brief, is our approach to the problem. We first prepared a budget 
of farm expenditures by commodity groups. This budget is based on data 
collected by the Dominion Bureau of Statistics, on investigations made by 
agricultural economists, and on an index of farm purchasing power which is 
compiled and published by the Searle Grain Company of Winnipeg and 
which includes a so-called normal farm budget. All of these data have been 
compared by us and a composite farmer’s budget prepared that we believe 
evens out the inadequacies of any one estimate and is as typical as our infor- 
mation and judgment will permit. 


The budget of farm expenditures which might be affected by the tariff 
is made up of the following commodity groups: 


Estimated Amount in 
Farm Budget Our Price Data 
Automotive equipment and fuel ........... $100 $100 
Machinery, implements, tools and supplies .. 825 250 
Baitang materials << ae gs soit a eee Once 60 60 
Household equipment, furniture............ 90 16 
Clouhing Wace ce lots ee ares erie ae 200 85 
OOG SE Ah pebrets., Myths Shute. wate a gat eee 250 100 


We then compiled a list of over two hundred single items which were 
classified under the above commodity headings. With this list we conducted 
an investigation of prices paid by farmers in northern Minnesota and southern 
Manitoba. The survey was made on both sides of the border in areas located 
approximately thirty miles, in each case, from the boundary. We chose these 
locations in order to avoid any effect of what might be termed border influence 
upon prices.§ 


INADEQUACIES OF OuR Data 


The inadequacies of the data compiled may be analyzed as follows: 


1. Neither our original list nor the final data on comparable prices are 
a complete sample of what farmers purchase. For some articles comparable 


8. We also present prices for a considerable number of commodities where alternative grade or quality gives 
opportunity for choice. Where choice is given we do not duplicate this item but use only the item which has 
the lowest price difference. Mail-order catalogue prices are included to check certain data on retail quotations. 
In some cases we use mail-order prices. For instance, wagon boxes were sold in Minnesota at $30 as against $36 


in Manitoba. Mail-order catalogues revealed no price difference for wagons, so we used their prices. 
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prices were unobtainable, and for others variations in quality were so great as 
to cause us to delete them from our calculations. 


2. We omit urban consumption from our calculations, but attempt later 
on to include it on the basis of urban-rural population ratios. 


3. We have not been able to check the possible excess of United States 
prices over Canadian prices against prices of comparable commodities obtained 
free of duty from a third country. For instance, we have not been able to 
measure the added costs, if any, of the duty on woollen goods imported, let 
us say, from the United Kingdom. The effect of this omission is to make our 
estimate of the tariff burden an understatement by an amount which we have 
not attempted to estimate because of the limitations of the scope of our 
investigations. 


4, It is beyond the limitations of our study to attempt to estimate just 
how much the tariff burden and the freight rate burden overlap. For instance, 
with regard to shingles and cement—two commodities that appear together 
on our list—we may assume that freight rates cause the first to be higher in 
price and monopoly the second. There may be other items of this nature, the 
tariff on which is not wholly responsible for the increased price. Whatever the 
reason, the burden is there. 


5. Our price comparisons are of retail prices and the differentials could 
therefore conceivably be due to different retail mark-ups rather than to the 
tariff. But in the absence of tariff such differences in mark-ups would not 
persist in the same immediate neighbourhood. The Royal Commission on 
Price Spreads produced evidence that the Canadian average mark-up is 
ordinarily below the American, so that differences in prices do not reveal the 
full burden of the tariff.9 


6. As our data do not cover all the items which are included in a typical 
farm budget, we merely assume that the remainder bear an equally heavy 
tariff burden. This assumption may be invalid, but on checking over a long 
list of tariff rates on such items we came to the conclusion that the probable 
error involved was not great. 


ADJUSTING FOR INADEQUACY OF SAMPLE 


We have mentioned previously that our list of commodities for which 
comparable prices were obtained represents only a portion of what we have 
chosen to call our estimated normal farm budget of expenditures. For example, 
we estimate price differences for annual purchase of machinery, implements, 
etc., to the amount of $250, while a normal average expenditure should be 
approximately $325. Our estimated added cost, as a result of the tariff, on 
purchases of $250 is $14.19. We therefore have increased this cost to $18.45, 
which is $14.19 K #. 


9. Report of the Royal Commission on Price Spreads, pp. 211-212. King’s Printer, Ottawa, 1935. 
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CHECKS ON DaTa 


For the information of the members of this Commission and as a possible 
means of checking our prices, there are included, as Appendix tables to this 
section, data on “‘value of imports, duty collected, and effective rate of duty 
paid for some major items of consumption.” The effective rate is the amount 
of duty collected expressed as a percentage of the total value of imports 
(both dutiable and non-dutiable). We also compiled as a check on our data 
the rates, as we are best able to determine them from published custom dues, 
that are applicable to the items which we have used in our calculations of 
price differences. This information is not submitted, as we felt our statistical 
tables were perhaps already too detailed. 


SUMMARY OF RESULTS 


The following tabulation brings together the results of our detailed 
calculations by commodity groups of the estimated increased cost per farm 
in Western Canada due to tariff on imports from the United States: 


Automotive equipment and fuel................. Se, anette ch ee gS $ 27.19 
Machineryimplements; etGss.. in eee het es oP ene eee 18.45 
BUM Gite erlal wet. 0 frets; GasenGa len aeet a EE EY tho ora Re ee Na nd & 7.16 
Household ‘equipment and furniture. hoi. pee nano ees enw ae vc es 12.60 
Clot Iii eae eee ere a ae is hs RP aI Tey, emer coe Be Avert iG, eek 24.41 
MAO TEYG UM ina aod asa as Genes Hove Gaga Maris Teor ick OCRed Duss Oe eNO EERE EE eR 20.57 

ANON cosine ick ea aN ma Raa ena RBIS 2 Sea SO8 ef cr Coa IC rR RE ey Oe eR ALP $110.38 


There are approximately 290,000 farms in the three prairie provinces and we 
have estimated the added cost per farm per year as roughly $100. Therefore, 
the total added cost borne by Western farmers is 29 million dollars per year. 


The weight of this burden may be judged by the following comparisons: 
The total municipal and school tax burden in Western Canada was 44.5 
million dollars in 1933. This figure includes city, town, and village taxes. It 
is no exaggeration to state, therefore, that the cost of the tariff, to farmers only, 
is equal to what the whole population of Western Canada now pays to maintain 
local government and education. The Searle Index calculates the average real 
property tax on Western farms at $69.85, which, if compared with our esti- 
mates of an added tariff cost per farm of $100, indicates the relative weight 
on rural life of local taxes as compared with the burden of national tariff policy. 


It should be emphasized that the burden of the tariff on the farm popula- 
tion is only part of the total burden on Western Canada. According to the 
1931 census, the farm population is 50.79 per cent of the total population of 
the prairie provinces. If the tariff burden were the same, per capita, on urban 
as on rural population, our estimates would have to be increased to 58 millions 
per year.!° But this method of allocation minimizes the extent of the burden, 


10. Assuming that the urban burden is at least equal to the farm burden, we find the estimated tariff cost 
by Provines, as follows: (Figures are in millions of dollars). 


Province Farm Cost Urban Cost Total Cost 

Manitobamecerrne ane esas 5.5 9.5 15.0 

Saskatchnewanieaeeeernicn | corte 138.5 9.5 23.0 

A bertanc atecte re iernns Shae 10.0 10.0 20.0 
Gt alba eaters eabeiciore Aattekale 29.0 29.0 58.0 
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since it is a recognized fact that per capita urban expenditures, on all groups 
of commodities but machinery, are higher than farm expenditures. There is 
also the similar burden on the population engaged in such primary non-urban 
industries as mining, fishing, and forestry, which we do not attempt to 
estimate here. 


We are inclined to believe that our method of calculation yields a minimum 
estimate. No claim is made for its accuracy other than what ordinary common- 
sense and objectivity can provide. Every step in our calculations was made 
in a manner to preclude exaggeration and bias, so that if any particular item 
is challenged our attempted moderation elsewhere should support the validity 
of the total calculations. 


23 


MAD, fh ta ae ithaca iach avg alu ’ 
T edt ea Spang eg, sero ak sola 


| | “cae 
ifer fr ving rellaig vols iota? te eee ore of ¥ nihlty “Hit 


otieiny sith aga hin olin aac: tun 


rT re " bits Ura 
} 7 he, ue : 


4 AL a ia a 
" . rs io, 7 io cai j ’ ¥ 
j j el c ir R - 

home Uh 


tous rayne Sa a ae 


‘et 
yoke 


wa be Acre oh eS i ‘ catalerr 
A Gary 1 id) ee iB rea cee $ 


buvbetr- noaertrterg Ugh Mh, beypaigand aad 


at Spartan ‘hil oh. A Brussel Hsaities ; vt wae 


i =v) } Oo 


STO trie) Let ilay Seely aay? xovite Saris nubs 1 mi v 
align seu BiH ide Lieles vO xi (rates ie ey Pa vod: wes Hi Tonge 
durkh eedoaltsqey qe D: fe Oe ead et ‘OT EREBK 9 


hey ah "ato 


ne 
ie | i } ¥ Lah 
re i 
ad 
ta 
i ' a 
i 
i | aL 
, 0 n | , F a : 
} - F i 4 a « 
j . ; — i 
yi j a . wo a 
« , rh egw « . 
iu Nan * 2 
' i7 td gh 
%: . 
7 ng _ 
ore | 
in hae - 
. im f »f 
Th an 
i} r : o a 
it ' a4 As: al ae 7 
r } =a j . 7 
} ry i ; j 
! - ' : r m b 
t ae | “ij — iy iy - p 
- ; 
o f iy p 7 uP A 


Errects oF FepeRAL Tarirr Pouicy 


APPENDIX 
DETAILED CALCULATION OF THE TARIFF BURDEN 


AUTOMOTIVE EQUIPMENT AND FUEL 


From this point on the essential material is contained in the tables. The 
textual explanation gives a few special points to be noted in using the individual 
tables. 


In Table 1 the item of farm trucks is excluded from our calculations 
of increased cost. Although equipment of this kind is rapidly becoming a 
necessary implement on grain farms, we do not conceive of it as being typical 
or customary as yet (only 3,143 farms out of a total of 57,774 farms in Manitoba 
reported having a farm truck in the 1936 census). We have assumed that 
automobiles are owned on only 50 per cent of the farms. This is based on 
census data of number of farms reporting cars. Estimates of expenditures on 
gasoline, kerosene and oil are based on farm budgets obtained by the Dominion 
Bureau of Statistics, the Searle Index of farm prices, and farm management 
surveys of the University of Manitoba. 


For other sections of this study we have made adjustments in our esti- 
mates of total added cost to compensate for the inadequacy of our sample. 
But the number of items in this section is reasonably representative and we 
therefore leave the total at $27.19. 
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Macuinery, IMPLEMENTS, TOOLS, AND SUPPLIES 


In this section we first face the difficulty of obtaining comparable 
prices based on comparable quality. This has been overcome in part by com- 
paring standard equipment sold on both sides of the line. Agents of the 
International Harvester Company supplied the data and checked the infor- 
mation on the larger and also the more common farm implements. For small 
tools, the retail prices supplied by dealers handling items standard on both 
sides of the line were checked against mail-order catalogue prices. If any 
error is made, we feel it is one of understatement of Canadian prices. 


Our calculations of added cost omit the items of combines, tractors, and 
electric motors. While the added cost per unit for a combine is significant, 
there are approximately only ten thousand machines of this kind in the West, 
so that the average cost for all farms is small. Likewise, we have omitted 
tractors. We feel, therefore, that any overstatement in other items of this 
section is compensated for by omitting the aforementioned. 


On this basis the total added cost per year per farm is $14.19. If we 
calculate the estimated amount consumed annually for all items (regardless 
of whether the price is higher or lower in Canada) we obtain the approximate 
sum of $250. According to the Dominion Bureau of Statistics, normal expendi- 
tures of the typical Manitoba farm for goods of this class amount to around 
$325. Thus the sample of prices investigated is deficient by $75. Assuming 
that the added cost on an outlay of $250 is of the same order as an expenditure 
of $325, our estimate of $14.19 should be increased to $18.45. 
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Errects or FreperRAL Tarirr Pouicy 


BuiLtpiInc MATERIAL 


It will be observed from the data on building material that Manitoba 
lumber prices are in general lower than Minnesota prices. We assume this is 
also true for Saskatchewan and Alberta. For items which enter into the upkeep 
of farm buildings, such as paint, increased costs are significant. 


The normal budget for this section is estimated at $86 per annum. Since 
our sample is quite comparable no adjustment is made in the final estimate 
of $7.16. In omitting the added costs for sashes and doors compensation is 
made for any possible overestimating in the other items upon which calcula- 
tions depend. 
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Errects oF FrepERAL TaArirr Pouicy 


HovusEHOLD EQUIPMENT AND FURNITURE 


The task of comparing prices of household equipment items is most 
difficult. Housefurnishings and equipment vary greatly in quality, and the 
large list of small low-cost items that go into a good sample would have made 
the work of comparing prices and qualities in retail stores most complicated. 
Our list became, therefore, largely a comparison of catalogue prices on what 
were considered representative items, checked against the data obtained from 
the field study. We may add that the tariff on furniture is substantial and we 
believe we have understated its burden in our calculations. 


It may be stated in passing that the incidence of the burden for this class 
of materials, as for farm implements, will be felt to a greater extent as pur- 
chasing power increases on the prairies, and the demands of obsolescence 
and replacement become effective. 


A greater adjustment for inadequacy of sample has been made here than 
for other classes of material. 
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Errects oF FEDERAL TARIFF Pouicy 


Foop 


The items in the food section permit of fairly accurate comparison. 
There are, however, only six commodities in our list which yield significant 
price differentials, and none of them, except oranges, may be considered as a 
luxury food. 


The full burden of the tariff on fresh fruits and vegetables is not measured 
in these calculations. But since the added cost of these items to urban Western 
Canada is, we judge, quite significant, we are convinced that our estimate of 
the total added cost of food is far from being an overstatement. 
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Errects oF FEpERAL Tarirr Pouicy 


CLOTHING 


In estimating prices and qualities of clothing, Canadian prices were given 
the benefit wherever comparability seemed in doubt. For instance, the work 
shirts priced in the United States at 75 cents were, in our opinion, of con- 
siderably better quality than the Canadian shirt similarly priced. 


It will be further observed that no calculations were made on prices of 
woollen goods. Since this study compares only United States and Canadian 
prices, it may be argued with some validity that for woollens, which are largely 
imported from Great Britain, a significant added cost is missed. In 1936 
Canada imported approximately 20 million dollars of wool and its products 
from the United Kingdom, paying tariff duties amounting to over 4 millions 
of dollars. In the same year only 271 thousand dollars of wool products were 
imported from the United States. Thus, our calculations give a sum much 
smaller than the real burden. The same is true of cotton goods. Also our 
statement omits many significant items of cotton dress goods, etc., price 
differences on which we did not feel capable of adequately appraising. The 
items we do include are, in our judgment, fairly comparable in quality. 
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EFrrects oF FEDERAL TarirFr Pouicy 


VALUE OF IMPORTS, DUTY COLLECTED AND EFFECTIVE RATE OF 
DUTY PAID FOR SOME MAJOR ITEMS OF CONSUMPTION, 1936 


AMOUNT EFFECTIVE 
Tora VALUE Dury AD VALOREM 
CoMMoDITY oF Imports COLLECTED Rate 
$ % 
dL ol BUSTS, Sc hee te a ROR eRe Ad ORO eR ee 5 Adie EA Em inh Ae ay 12,897,652 2,522,983 19.56 
Brie See eS fis ca mene i Lattice fi si ol Sede OI tvs oy ole eee tnsuere 187,459 193,142 24,53 
ERA ISLT SMR oe Race ce icisicn etn iste beats 6 a an MON eevee uobaa eos 3,057,640 322,320 10.54 
Tatal Driedsbrunesery see yoke ee ee RL nay en ead ch hens one 5,496,178 867,421 15.78 
ell vaud Bins mel CHM ey uN ayers Meu foe lave eer) odo aha Cee Nccey ager tay eke apeed oh 65,937 16,722 25.36 
BS arn 113 21 SM ot eee SE PWS ck iets eky cae onc tce cgare BES coeds aau-cnetee nets are 1,767,092 930,660 13.05 
Oranges ewe tee ee eed uct cst candids ie-ey te eee nPop edesesan ry aes sions ciate 5,772,238 1,069,061 18.52 
SR ORATELICULUS EE EN REC merit he einem, latins me eLMiar hemor ame of seein 20,298,885 3,842,885 18.93 
PROTA Veder Rte Eres a Ge et in fae) snare fain elk) aaimien de ak 4,186,816 1,395,899 83.34 
Centre AOC ie or eA he od kas Sly wee at SEAT 2,183 1,120 51.31 
(Romatocs a CanneG matt oe eee dace hsbc Le ead 67,182 12,734 18.95 
PTRie ewes CRELODIES ACG. ct crgon odes oiler cite eat ors roped 232,591 58,770 25.27 
Total Vegetables, Vresh, Canned,) ete. 00... 0 «seen nena am 4,773,138 1,536,316 32.19 
ERT Cer eee BALL SL Ste Sh oe Shen Grit nee warty Taal oF SSMERENCE 314,477 93,371 29.69 
(Connie Neale waren tictet ete ty oe ge oGuy iho eee a ie merc ake 30,805 1,496 4,86 
Matalte reared POOUty sagt cet SS as ween ren muggers Se ye oie sie 779,842 89,924 11.53 
re OUAIRO CUI Se eM ee eee cng a os a uate sh. Ml iaer Aah hae ea canias 717,275 118,003 16.45 
PGE UC FEB ETOCS oo a nO nye ays, $e bale! ule Sos eet atta 19,242,458 3,248,975 16.88 
Ore ae Ne Get hs. MAL CONOR Wah eden seks ole ik ate nek car ahage Migs eae 5,487,623 1,046,504 19.07 
Mota Gocoarand@ DOCOLALE (oe fear ee tat nicki eade obra aan nee 1,807,704 219,128 IGA age 
Leal oitece tet tee eR ei eae eg wi rare nalts PAID lag ent omni elias 3,573,157 537,954 15.06 
ep eir ean eee Mate ences heehee Ms Rory Ee ne, 8,153,748 1,489,968 18.27 
Total Agricultural and Vegetable, Mainly Food.................. 72,143,851 12,634,953 17.51 
TGS IA CONHE DOVEPRUSi Ae taccG <5 s Crees etn sae own weet 8,392,380 5,240,937 62.45 
Pia eae is LC UOs ere Mec cings Aes bse ie eis! « bE ae oajae eens 844,593 147,466 17.46 
RUD DErRSOOUS rR eee at eee na ror art ee, Sul phere ines tole) sete oce see Crate ¢ 345,317 8,525 2.47 
TRYIN sYerpr 4 BER e Ss) ote eas Sis GS Cra abel oee tue OOo Sicincaie aio tn once eid ecu oinasioenye 152,010 48,930 32.19 
RUD Den bes Mei ee ees csc eres PS seein ey ea boaen SchicePae repos 7,622 2,426 31.83 
Totaenupperrand tsp erogucts:. as yung is sary ciseuce ye spa ovens wl arate we 9,400,819 460,205 4.90 
SF Wak al SGT acetate io te et See eae At Rr carers rae ae A 1,780,603 165,213 9.28 
A aPaH GCC, TEL eae tinge Ned “nO Ne Ne REPL RE RE RES ZENER: 2,481,289 198,202 7.99 
Total Agricultural and Vegetable Products other than Food....... 38,198,681 6,915,162 18.10 
WotalPasHeny, PROUUCISE eo cance o- ub ai uarees On Sinners as tinue 1,890,462 320,347 16.95 
Raped bel PADIS, @ ede iin ee BRR nee, cose ee Heme orcrOrctee. Ait aay er Ola rt 6,022,268 170,709 2.83 
Wotalslveathermlmmaninetute dvr ctete wenn ie caer eens 3,132,509 515,312 16.45 
AOtalsBOoOtsan GUS NOCS Mio ool te Sa ace Ate ah Ree ions 677,162 215,411 31.81 
Plerneas aid GROCIOLY oo ws de os i enone ye Bee ese ee 95,599 20,343 21.28 
PAPEL Tein @ie Mey ec ine eso mois oo ke ce One vine west a Muon eS 60,801 133035 21.44 
Wittsrandalveat her wVMittens seo urne oh piece eyes s eee pl ke sea are 4,030 1,419 35.21 
TotalibeathermvVamitacturede sat. ol wocecad cu. aarti ies oe och: 1,898,436 526,265 a7 72 
Total Leather and Manufactures of Leather.................-.-- 5,030,945 1,041,578 20.70 
Batts, Batting and Wadding of Cotton ...............-.-+++5- 65,570 14,597 22.26 
Sewing Cotton, durees on vay peor ar cae genet Rae 8,956 2,319 25.89 
i j (0) otton, not eached, mercerized nor 
Ni ila ae aut 4 PM PAE Fe Thc cee eNO ES tele Pa: 1,398,396 407,585 29.15 
Canton Flannels, Sheeting, Napped or Unnapped and Pillow Cotton; 
Plain Shirtings, Cambrics, Longcloths, Nainsooks, Flannelettes 
and Saxonies, not coloured. .........--- 00sec terete eee tees 198,028 44,448 Q2. 45 
Towelling, in the Ma oe oe By re Beret : 4,309 1,102 25.57 
i n, Bleached or Mercerized, n.o.p., no 
Meee eee sae STEP sc ail ioe Say FB ve 928,676 227,980 24.54 
Waven Rabies of Cottou, Printed, 0.0-)..-5 0 6. ccca sacs ce cens = “lj 488,849 393,736 26.45 
Woven Fabrics of Cotton, Piece Dyed, n.o.p.........---+-2-2+55> 2,662,660 745,187 27.99 
Shirts, not knitted, Cotton... 0006.5. cce ees cake canes 19,841 6,112 30.80 
Underwear, ‘Cotton, Knitted... 9... 0. . i.e. see et nae teens 34,247 8,354 24.39 
eattom Clothing Br. certs ok wh cites comune See is eae eo 473,274 142,454 30.10 
Cotton Sheets and Pillowcases, plain........+...2+++++-+++es52:- 250,472 73,338 29, 28 
Mae OLEOTLS 4 ae ca 8t aaa tints toe icon eam le es eaten $82,325 116,662 30.51 
inralCottonsand (bs: Productsins cic = trie trite) fel canes e ae ors > 33,572,292 3,480,893 10.37 
Total Silk and Its oo eae sachet ae Re are eee 8,066,547 887,180 11.00 
Wool Yarns composed wholly or in part of hair but not contaming 
sik nor artifiGal GALS HO y Mlacks iy son. acim ipses eke rarers arate naw > 350,517 76,410 21.80 
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VALUE OF IMPORTS, DUTY COLLECTED AND EFFECTIVE RATE OF 
DUTY PAID FOR SOME MAJOR ITEMS OF CONSUMPTION, 1936—Continued 


Amount EFFsctive 
Tota VALUE Dory AD VALOREM 
ComMopITY or Imports CoLurctEp Ratz 
$ $ 
Overcoatin geameern, erin te eee nte CTL Ge OM fer Syn ce ns OME WE nl 733,315 307,929 nee 
ABEL Chath BMChtdt LS staan natn Al pt ne tek ce nn gaa ae ne) Pa ea a 1,254,583 521,009 41.53 
WV Orstedstand Sergesmma eat atc tty Ge ANE etm aw en @ Caco ee ee 4,027,717 1,513,406 37.57 
Carpetss A xminsterwinesquares!.ct4- anion oa ovens cbs oe see y 62,617 26,085 41.66 
Socks and Stockings, wholly or in part of Wool.................. 364,090 162,210 44.55 
Underwear icnitteds Weoles cn ot arc iiicsal ch Acta wn ek ERS 193,440 45,059 23.29 
Clothing, Women’s and Children’s Outer Garments, Wool......... 231,627 87,867 37.93 
TotalaWoolandsltsubroductsias, ete enone ee ea 24,460,901 4,660,727 19.05 
DD Gorstore Wood sane tance presse habs rats anti edirs: detec acs Pisueloes 1,131 Q74 24.29 
Furniture, House, Office, Cabinet or Store Furniture of wood or 

other material, n.o.p., in perts.or Haished nt rews wae arias 4 note 564,988 188,790 33.41 
Pig Iron, for use exclusively in the manufacture of Agricultural 

implements seme rrr i ree es ch ine tae. ahi Pon cen eee EL 113,266 15,009 13.25 
Ingots, Cogged, Blooms, Slaks and Billets, n.o.p., Sheet Bars of iron 

or steel by whatever process made, n.o.p............00.00ceeeee 171,228 24,647 14.39 
Woven or Welded, Wire Fencing of iron or steel, Wire Fencing of 

iron or steel, coated or LO UNIO: Den tge abe etes Men inne cha micnems tear lone 7,518 440 5.85 
Woven Netting of iron or steel, coated, made from Wire of 17 gauge 

or heavier, with meshes not smaller than one inch and not larger 

than two inches, with specially strengthened joints, when for use 

EXClUSIVElysOUl LUT ArMSenme nen ietn cities Tone wae ere eae, 66,483 9,972 15.00 
Engines, Automobiles and Complete Parts, n.o.p...............5. 5,249,292 1,403,487 26.74 
Steel bowlsitom Creamsoeparatorss ies eee eee ee oer 7,454 1,864 25.01 
Cream Separators and Complete Parts, n.o.p.................0... 306,541 61,389 20.03 
MowingaMachineryrandsbartsco.in cna seal ci cl eeiieciens sista 60,452 13,184 21.81 
Drills, Seed, Garden Seeders and Parts ...............-.-+eee005 71,653 10,315 14.40 
Harrows mises anus barts metre tin cent crcnta s cetera acetate were 17,815 4,111 23.08 
18 FoYscha asichiy fists she ae Geet oct oa Cay A CIENT Og aa en eae ade 3,367 471 13.99 
Fanning Mills, Pea Viners and Corn Husking Machines and Parts. . 15,311 3,532 23.07 
Total Farm Implements and Machinery..................0.000. 6,182,218 372,359 6.02 
Motalsbardwaresand, Cutleryama te eee bes See ee neato ia ee 2,412,822 527,983 21.88 
Automobiles for conveying passengers only, n.o.p., valued at retail, 

when new with Standard Equipment complete, at not more than 

SleSOOmerchsa Chassis st Ormsainec.c.c aol cle he os ee ea 1,961,806 338,514 17.26 
Automobiles for conveying passengers only, n.o.p., valued at retail 

at place of production when new with Standard Equipment com- 

plete at more than $1,200 each, but not more than $2,100 each; 

Chassistor same (frome tne lanl 93D) peeieeria arate ie eerie eit ale 129,923 30,953 23.82 
Whotalironiancdeltsperoauctsec cme a er eee ee role ae 114,253,715 18,588,206 16.26 
Batteries, Electric, Storage, composed of plates measuring not less 

than 11 x 14 inches and not less than 34-inch in thickness, complete 

Parts thereof and Storage Batteries, n.o.p.............-.-++++0s- 134,556 30,373 22.57 
Lamps, Electric, Incandescent, Metal Filament.................. 134,434 40,161 29.87 
Electric Light Fixtures and Appliances, n.o.p., and Complete Parts. . 251,484 74,279 29.54 
Total Non-Ferrous Metals and Their Products................... 33,685,919 5,085,565 15.10 
RotamGoaanGel CseeLOCUCtSS mean creer ee ee eae oe 38,197,232 7,823,982 20.48 
Total Glass and Glassware eee. 4A RRLON A Me ii ent a AR Mi Tat 3 ae ee 5,798,850 1,185,257 20.44 
Crude Petroleum, not in its natural state, .7250 S.G., or heavier at 

60° temperature when imported by Oil Refineries to be refined in 

PHEIP MO WIL CLOLICSIEMT Riera eros Le ere is oon Se 62,016 15,244 24.58 
Petroleum (not including crude petroleum imported to be refined, or 

illuminating or lubricating oils) .8235 S.G., or heavier, at 60° 

LEMperacUresn CMUCHE OM) ener wde neta os ects tenis sentra peice ay stats 1,137,824 155,938 13.70 
ee Oil and Kerosene, lighter than .8235, S.G., at 60° temperature, 

(OF) Uiinoe hose Ce Oa ECO OMNI Eg ODS, Oks CAPO TE Rt iG Cor -S CEO RUS ORONO 108,459 29,518 ihiee 
Bivins Distillate, lighter than .8235, S.G., at 60° temperature. 8,348 2,061 24.69 
Gasoline, lighter than .8235 S.G. at 60° temperature.............. 1,621,719 465,358 28.70 
Lubricating Oil, composed wholly or in part of Petroleum and costing 

fessithan2s centsuper gallonu ae cris ci ioc cise rae rate oe rie 1,514,661 257,884 17.03 
aitriia Pia OILS: T8411. Piara eect is sahtagete Wiech ove: Moele epee Ria en anEN eles 6 ue 1,171,272 229,574 19.60 
PAIGE TOR CO eon n tM: TI Goer aietemy arene ity hades a anomately < eeatemeveanty reseeal, 211,836 40,938 19.33 
Total Petroleum, Asphalt and Their Products................45. 44,489,337 1,407,862 3.16 
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Errects oF FEDERAL TARIFF PoLicy 


VALUE OF IMPORTS, DUTY COLLECTED AND EFFECTIVE RATE OF 
DUTY PAID FOR SOME MAJOR ITEMS OF CONSUMPTION, 1936—Continued 


AMOUNT EFFECTIVE 


Tora VALUE Duty AD VALOREM 
CoMMODITY or Imports COLLECTED Rate 
$ $ % 

Grindstones, not mounted and not less than 36 inches in diameter. ... 140,043 20,666 14.76 
erased sanyeand- orange mineralide aaiis Suasei te cies 6 eres errant 35,079 1,450 4.13 
Weadtewhitemcdryeeteat sy Wot de eerste na eens eee eh std gale al ata 1,071 317 29.60 
ead awhiteweoroundrinyoil ey. cpaeetimesonier ies. cai finiiadoces sinte ae eas 1,416 404 28.53 
ZA CHRW HILO Mie hates TRE Le roe ic Ran OR Wiel lavdintoh abe eae, 475,356 11,606 2.44 
Liquid Fillers, Anti-Corrosive and Anti-Fouling Paints, and Ground 

ANGI GIN GOAN ES ewer ee one cha saniethe cin Hl Rabel aaa te ee ore ope Q17,575 59,778 QT AT 
Paints and Colours Ground in Spirits and All-Spirit Varnishes and 

GP COUETS et rere te ees RI ROES cist Gee sleet 46,083 18,180 39.45 
Varnish, Lacquers, Japans, Japan Driers, Liquid Driers, and Oil 

BATTS epeIIEO ay Pee eS concer olin hae RN ge Oe acta ne, Serene rion et ens 174,704 66,717 38.19 
Total, Paints; Pigments and Varnishes 4...........0:...+4<s 08+ 3,620,464 392,140 10.83 
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PART V 


THE EFFECTS OF DECLINING INCOME* 


SECTION A. SUMMARY OF THE EFFECTS OF DECLINING 
INCOME UPON THE BURDEN OF DEBT AND 
TAXATION 


This section summarizes some of the effects of the decline in income of 
the people of Manitoba that are considered in extended detail in the next 
section. It is the great decline in income that has occurred since 1926 that has 
created many of the problems that face all governments in Manitoba. The 
decline in income has been persistent in all the years since 1928 and particularly 
severe since 1930. 


Manitoba has within its borders 6.75 per cent of the Canadian people, 
but since 1928 its share of the national income has averaged slightly less than 
5 per cent and in 1935 was less than 4.50 per cent.! This share of the income 
in 1935 was but two-thirds of the share of population. Stated the other way 
around, Manitoba has a share of the population of Canada that in 1935 was 
one-half again as large as its share of the income of the people of Canada. 
Briefly, the significance of the difference between these two figures is that the 
demand for expenditures is determined by the numbers of our people, but 
our taxable capacity is determined, not by the number of our people, but by 
their income. Our taxation when measured on a per capita basis is substan- 
tially in line with other provinces, but when that taxation is measured as a 
proportion of the income of our people it is found to be much higher than for 
the rest of Canada. In other words, when our per capita income falls by one- 
third as compared with the rest of Canada, the burden of taxation on that 
reduced income for the same standard of services is fifty per cent greater. 


But first let us compare the trend of income for Manitoba with that for 
Canada as a whole. The income of the Canadian people in 1935 was only 
two-thirds of the income in 1926. If we express this decline by the use of index 
numbers, using 1926 as 100, we find that our income fell to 66 in 1935. Stated 
in another way, this means that for every $100 of income that was received 
by Canadians in 1926 only $66 was received in 1935. But in Manitoba the 
decline was from $100 in 1926 to $49 in 1935. No other province except 
Saskatchewan suffered as great a decline in income. In Ontario and Quebec, 
for example, the decline in income was only to $76 and $70, respectively.” 


*This submission was prepared by A. R. Upgren with the assistance of H. C. Grant. Tables by J. E. Chernick. 
1. See Section B of this submission, Table 1. 
2. Ibid., Table 2. 


' nay a ia be 


yee ce Meo! mek oittanaga WO Heer. 


* 
a 
a 
ee 
<— 
= 
=, 
ae 


| a eh 0 Pract 148 aie 40! pany ne a0 Ab ode 

ER ae ak TELE SO YMC, va aT AQT AMOOAT y) rc aa 

" OCEAN, 6! Us A ea 

bit ia Wa slaw i 

Tee opieeone i; dist nit ty atoots “id Yor oteine caciraniniie A ba api i 

frei al ub figish belbitaies nt hoaghinnoo amb til) edodinn pe oon uth 
“weil nell 0G01, sone herrgese aed dat oeiooni at dntlioh Jon ad). AM 

alt .gdotteh an eloverdtovey Up, saat. tilt xiastlony add Tor you | 

vhoulirs) eee te MOT sate euPyy “ull aa a Sadaienig aad ancl aomooet Hi att 


Ni O88! rh i 


alent nthe > wet 6, fens rg BOY mnabred sii pidgin anal adalat be an 
“rt eek (Udsite hou tiene edit oetwaet Liwolten od Yo serueke: at) BSRE pee 
WE ere ant i tiie: a a i 1 peat te “ VEL cad eo). av BROT oi bra jneo a 
ious onde avht DO nie _Hobinlingion ) dalule att Yo ebsidt-omd dod we ee 
pate | GR Pr ni vied) ikapeten d Les. ii fonda oid te cripela. 8 eared) adosien I 
noni) hy slajagey. exh So: contieroal nd io ome wiies ootal an tings ¥ Jed 
inghd Sieh et a ttn cboeodlt nevieded sonra auld te Aoceoibisny te at, 4 
tyrad \vhes Pney ge Te 8x cahinnatay gall: yal hectionesaly at neainttdarages ol e 
rit yee tgnoe Te Tew a laesiay HS ned dou bderivretaly at “ioe 69 ofapxes. 
vibe A ee Tiga a a tko benenent mdw doibant sO smoot * 
baa DAEGU el colbert jad): Dt tod . esr, garlto tia, wrth sti bra 
mi leant} uiiitl Hogue 'srT OF betel ab it wlegera ih te pore odd Io mroiroqarq a 
yori ue heed tl ie VTAYEES SALAD: ny “1h mart plniaw" qedto at benta’) So feet = ie, 
ha ib ‘ nonin y ite ites ‘rd oT) Abate’ , to jeat alld (tey Prenaigitien | en 
wars do as 4M ai wooing te hniabaaty ronttgx alt 01 anton 


— 
‘ - 


~~ "J 
AJ 


4 Lo 
ue my. 
et bd vitiay asety fing tt wit laesheatit io bites oul dase an fal nid it: 

Se enw arn De sf gbcpoveny aaahipptax,) ot hy MOOR oAT ar stow & ta f 

aE Ney sur my Head snuloal aol neeriifeb ow TY UYOT i manu ‘ie a) * 43 

BME DT oti gt Hob oefioont sao tall bal wal OOLan ® oe | 

‘hririonn Hag Hid! orepint ae OLE yro¥ > wn) fast? zuma re 

oh) adovinaltonl 1th) Coot ai havisega aviv? CME “gli BROT an 

ps wR Og: dG OL LBRT Lats OER as OSOT at DOTS m 
sls qd turn oiateO ab mogat ai gnilosb: a Sooty ee Hc Rese 

x ee OTR figs ot Vane est savonai iti ropa igus, Se 


’ ~) ret t 


, a nt ai i 
Be 8 i ae ane ee 


Tue Errects or Decuinina INcoME 


In 1926 agriculture was the pre-eminent productive activity in Canada. 
In that year the value of agricultural production was 1400 million dollars. 
In comparison, in the same year the value of manufacturing production was 
1200 million dollars. By 1935 agriculture, by a wide margin, had lost its 
place of leadership. In that year the value of its production had declined to 
623 million dollars. In contrast the income from manufacturing had only 
declined to 950 million dollars. Using index numbers to compare these large 
figures, we may say that for every $100 of Canadian agricultural production 
in 1926 there was only $44 in 1935. In contrast, $79 was received from manu- 
facturing in the latter year.4 


During this period, in which the value of agricultural production of all 
Canada declined from $100 to $44, the decline for Manitoba was to a lower 
figure of $29. Thus, we may say that, on the average, the farmers of Canada 
lost $56 out of every $100 of their 1926 income, whereas in Manitoba they 
lost $71. The loss to Manitoba farmers was therefore greater than in any other 
province in this nine-year period. Of all the major industries in Canada, 
agriculture suffered by far the most severely, and the greatest decline in 
agriculture was in Manitoba and in Saskatchewan. In contrast to the decline 
from 100 to 44 in all Canadian agriculture from 1926 to 1935, the decline in 
all Canadian manufacturing was only to 79; in mining to 99; in forestry to 73.° 


It will be recalled that taxes in Manitoba when expressed in relation to its 
population have been closely in line with the average for all Canada. The 
measurements, for example, show that in 1933 average taxes, municipal and 
provincial, in all the provinces of Canada were equal to $32.32 for every 
person in the Dominion. In Manitoba, however, they were $33.55 or only 
about 3 or 4 per cent above the national average. This amount was substan- 
tially below the figure for the two large provinces.® 


We now wish to express this average tax for each person as an average 
proportion of income. In so doing we find that this per capita tax burden— 
which for the people of the province of Manitoba is almost exactly at the 
national average—becomes a high tax burden when compared with the 
income of our people. Our total taxes (again including both municipal and 
provincial taxes) of $33 per capita, when compared with the income of the 
people of Manitoba, require a proportion of their income that is very sub- 
stantially above the average for Canada. The figures show that in all provinces 
of Canada municipal and provincial taxes taken together absorbed a little 
more than 10 per cent of the income of the Canadian people. Because of the 
great decline in income in Manitoba its taxes (though closely equal to the 
average for Canada on a per capita basis) when expressed as a proportion of 
income required slightly more than 14 per cent of the income of our people. 
In brief, it is because of the decline in the income of Manitoba that our per 


. Ibid., Table 3. 
Ibid., Table 4. 
Ibid., Table 5. 
Ibid., Table 6. 
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capita taxes of $33 amount to 14 per cent of the income of our people, whereas 
the average per capita taxes for Canada of $32 amount only to 10 per cent 
of the income of the people of the Dominion.7 


The average per capita debt of all provincial governments in Canada in 
1926 was $48.22. In Manitoba in that year the net per capita debt of the 
province was $62.57. Thus we observe that in 1926 the provincial debt for 
each person in Manitoba was about $14 higher than the average for all the 
provinces in Canada. But by 1935 the average total debt of all provinces had 
increased to $103.67 for every person in Canada, while in Manitoba the 
increase was only to $102.35. Thus it will be seen that in the years since 1926 
the per capita debt of provincial governments in Canada more than doubled, 
but in Manitoba the increase was only two-thirds as great as for the Dominion 
as a whole.§ 


If we express this increase in per capita debt by means of index numbers, 
we find that for every $100 of the total net debt of provincial governments in 
all Canada in 1926 there was, by 1935, $249 of provincial debt. In Manitoba, 
however, the increase in the total net provincial debt was only from $100 to 
$182. Thus we find Manitoba to have been the only province in Canada whose 
debt did not double in this period. In fact, its total debt increased relatively 
less than for any other Canadian province.? 


If we next consider the total net debt of the provincial government 
combined with the total debt of all the municipalities within our province, 
we find that for every $100 of such debt for all the provinces of Canada in 
1926 there was $164 of debt in 1934. But in Manitoba there was only $132. 
In fact, in Manitoba the total municipal and provincial indebtedness increased 
only one-half as much as in all Canada. In other words, where provincial and 
municipal debt in Manitoba increased only by| one-third, it increased by 
one-half or more in every other Canadian province.!° These comparisons have 
all been on a per capita basis. We now make them in terms of income. 


When we consider the net debt of the provinces alone as a percentage 
of income, we find that the debt of all of the provinces in 1935 was equal to 
29 per cent of the income of the total Canadian population. In Manitoba, 
however, where debt had increased relatively much less than in any other 
province, the debt in 1935 was nevertheless equal to 42 per cent of its income.!! 


From 1926 to 1933 the total of provincial and municipal debt in all of 
Canada increased from $160 to $215, an increase of $55. In Manitoba the 


7. Figures on the percentage of income that provincial and municipal taxes represent are given in Table 7 
of Section B. In these calculations of taxes we have considered municipal and provincial taxes combined, for 
the reason that these are the taxes that are paid by our people. The same calculations can be made for pro- 
vincial taxes alone but such a comparison is influenced by the fact that in some provinces municipalities 
undertake functions that are carried on in other provinces by the provincial governments. 

8. Section B, Table 8. 

9. Ibid., Table 9. 

10. Ibid., Table 10. 

11. Ibid., Table 11. 
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increase for each person in the province in the same period was only $40. 
Thus we see that while provincial and municipal debts in all Canada increased, 
the increase in the case of Manitoba was only four-fifths as great as that for 
the Dominion as a whole.!}? 


We have shown that while Manitoba’s provincial and municipal debt 
increased only from $100 in 1926 to $132 in 1934, in all of Canada provincial 
and municipal debt increased twice as fast, or from $100 to $164. But in 
terms of income, the more greatly increased total municipal and provincial 
debt of all Canada was equal in 1933 to less than 70 per cent of the national 
income. Manitoba’s smaller increased total municipal and provincial debt in 
the same year was equal to 98 per cent of the income of her people.!® 


In summary, we have shown that the net debt of Manitoba, as well as 
the combined provincial and municipal debt, increased far less than for any 
other province in Canada. Yet, despite this fact, as a result of the much 
greater decline in the income of the people of Manitoba, this small rate of 
increase was greater for Manitoba (and Saskatchewan) than for any of the other 
provinces of Canada when measured in relation to the income of the people. 


12. Ibid., Table 12. 
13. Ibid., Table 13. 
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SECTION B. THE EFFECTS OF DECLINING INCOME UPON 
THE BURDEN OF DEBT AND TAXATION 


INCOME OF THE PEOPLE or MANITOBA IN COMPARISON TO THE 
NATIONAL INCOME 


The burden of debt and taxation may be measured by the percentage 
of the total income which they consume. The burden of taxation and debt 
may also be measured on a per capita basis. The burden of debt is also fre- 
quently measured in a third way—by expressing it in ratio to total wealth. 
The measurement of debt in relation to total wealth requires not only measure- 
ment of debt, but also measurement of the amount of wealth. The first is 
readily available; the latter, for reasons considered below, is not available 
in a form as satisfactory as income data. Consequently, comparisons of debt 
with the total wealth are not made in this review of taxation and debt. 


We may consider briefly the choice between measuring taxation and 
debt on a per capita basis and on the basis of relation to income. For one 
thing, the measurement of taxes per capita, if the measurement is to be an 
accurate expression of the tax burden, assumes that taxes fall equally upon 
every member of the population. But. since taxes are paid out of income, a 
far more accurate measure of the burden of taxation is available if the com- 
parison is made on the basis of the proportion of income collected in taxes. 
The ability of individuals to pay taxes is dependent upon their incomes. 
Expenses of government, as well as all other expenses, in reality can be paid 
only out of income. For this reason we turn next to the measurement of the 
income of the people of Manitoba and the national income of Canada. 


In Canada the total income of the people is estimated by the Dominion 
Bureau of Statistics on the basis of available information on net and gross 
production. Production is often defined as the process of growing crops, or 
extracting minerals, or catching fish, or any creation of so-called _ form 
utilities.”’ When defined in this way, productive income does not include 
income derived from transportation, merchandising, or the creation of 
“place,” ‘‘ time,” and “ possession ’’ utilities. Nor does it include personal 
and professional services. But people engaged in service enterprises are no 
less productive than those engaged in direct production. This may be simply 
illustrated by pointing out that the growing of potatoes in a region far from 
consuming markets is only one step in the productive process. That process 
is by no means complete without transportation. In fact, the people of Canada 
have had much experience with the importance of transportation, for ability 
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to produce in many areas is overwhelmingly dependent upon ability to trans- 
port. (It will be observed that we use as interchangeable “‘ total production ”’ 
and “ total income.” ! ) 


Therefore, in determining the total income of the people of Canada, the 
Dominion Bureau of Statistics adds to the total amount of net production 
the proportion of that value contributed by those who are engaged in service 
enterprises. This proportion is determined by the proportion of the number 
gainfully employed in service enterprises to the number engaged in direct 
production.? In our calculations of the total income of the several provinces 
we have followed the method employed by the Dominion Bureau of Statistics. 


For example, in the Survey of Production in the Canada Year Book for 
1936 the total net production of commodities was placed at $2,062,000,000 
for the year 1933. In this total net production 2,455,591 persons were directly 
gainfully occupied; an additional 1,472,000 were gainfully occupied in service 
enterprises, which include, among others, transportation, trade, and finance. 
In arriving at the total net income, about two-thirds is added to the total 
net production, since this is the proportion between the 1,472,000 persons 
gainfully occupied in service activities and the 2,455,591 persons gainfully 
occupied in direct production. The amount of the total income in 1933 was 
placed by the Dominion Bureau of Statistics at $3,340,000,000.3 


Because of the simplicity of this method of determining the total national 
income, or the total value of all production, we have used it to arrive at the 
income of the people of each of the provinces. The data used in these calcula- 
tions are given in Table A in the Appendix; this table provides data for 1931 
on the numbers of gainfully employed in Canada, their distribution in each 
of the provinces, and the numbers engaged in production and in “ service.” 
The income for Canada and the calculated income for each of the provinces 
is available for the years since 1926; therefore the data of the 1931 census 
serves satisfactorily, being a mid-point in the years for which income has been 
determined. The census for 1936 (or even 1926), if employed, would not 


1. In this we neglect considerations of the adequacy of “certain deductions required to maintain the national 
productive equipment in an efficient state’ (Canada Year Book, 1937, p. 866). These deductions are not 
considered in the published data of the Dominion Bureau of Statistics. Nor have we allocated to the provinces 
the net deduction made by the Dominion Bureau of Statistics for “outward balance of interest” amounting 
to $195,000,000 for Canada. The allocation of these items, if possible, would make no perceptible change in 
the results that have been secured. 


2. Itshould be pointed out that the data published in the Canada Year Book are constantly revised. We have 
attempted to consider revisions, although the extent of changes is In no way sufficient to change the conclusions 
we have reached. Such slight discrepancies as have been found to exist are indicated by notes to appropriate 
tables. Account has been taken in the data given for 1931 and subsequent years of changes due to corrections 


in production figures that result from the availability of census materials for 1931. 


3. Canada Year Book, 1936, pp. 384-86. The figure for the national income for 1933 was placed at $3,193,000,000 
in the Year Book for 1937 (p. 866), a change of less than 5 per cent. There are slight differences between our 
results for earlier years and the published data, but these are the results of “rounding off” and certain other 
unexplained adjustments in the published data. Our detailed calculations given in Appendix Table B are 
based upon the methods used by the Dominion Bureau of Statistics. Since our calculations have been made, 
the data covering production, which we took from official sources, have been changed in accordance with 
Resolution 23 adopted by the Conference of British Commonwealth Statisticians, 1935. The changes do not 
in any way affect the use that we have made of income data for Canada. 
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substantially change our results. Table B in the Appendix gives the net value 
of production for the Canadian provinces from 1926 to 1935. It considers the 
totals for primary and secondary production taken together, service production, 
and total net production; the latter is the income figure we have been seeking. 


_ Table 1 below furnishes the percentages of total population of Canada 
residing in the various provinces in 1931 and the total production or income 
of the people of each province for the years 1926 to 1935.4 It will be 


TasiE 1.—PERcCENTAGE DistTRIBUTION OF NATIONAL INCOME BY PROVINCES, 1926 To 1935, 


ComMPaARED WITH DisTRIBUTION OF POPULATION BY PROVINCES IN 1931 


Prince 
Year Edward Nova New, Saskat- British 
Island Scotia Brunswick Quebec Ontario Manitoba  chewan Alberta Columbia 
PERCENTAGE DistRIBUTION Or PoPULATION, CENSUS OF 1931 
0.85 4. 94 3.94 27.70 33.07 6.75 8.88 7.05 6.69 
PERCENTAGE DistRIBUTION or INCOME 
VO20 jee O9 See 2.33 Qh. AT 38.85 5.96 8.51 T.44 8.69 
MOEA fe een ot) 2.89 2.08 24.16 38.93 5.39 9.05 8.84 8.16 
1928.22... 246 3.30 1.93 24.28 $9.32 5.98 8.71 Uo 8.50 
1929..... .48 3.06 2.04 26.93 42.92 4.87 5.20 5.42 9.08 
1LOSOM sae oS 536 UUE 2.05 26.77 43.06 4. 94 4,79 6.11 8.83 
193 | sesee . 36 3.40 2.24 27.29 43.39 4.90 3.69 6,54 8.19 
1932 eae. | AO Selo yaks: 26.88 43.02 4,96 4.83 6.73 7.65 
L983 ee oe | AT 3.29 2.18 25.82 43.95 5.03 4.32 6.50 8.44 
A9S455% 2. 3239 3.48 2.28 25, 4 44,01 5.02 4,32 6.74 8.52 
LOSSaee 388 3.28 weOoe 25.65 44.74 4.44 4.89 5.83 8.44 


Source: Table B, Appendix. 


seen that the variation between the proportion of national income and total 
population is striking. For example, Manitoba in 1931 had 6.75 per cent of 
the total population of Canada, but as the result of the decline in incomes 
only 4.90 per cent of its total income. As a result of the fall in incomes its 
share of the total population was about 40 per cent greater than was its 
share of the national income, or, stated the other way around, its share of 
the income was only two-thirds of its share of population. At another place 
we show that this situation is in part the result of the “price structure” that 
is faced by the prairie provinces. This means that the prices for “services” 
rendered by the East in handling the products of the West are “rigid” prices 
that serve to maintain incomes as long as volume of production is maintained. 
In the West, however, income decline is the result of declines in price as well 
as in volume; and, as MacIntosh has shown, the variability of price is roughly 
twice as great as the variability of volume. 


In contrast to Manitoba, in 1931 Ontario had only 33 per cent of the 
population, but over 43 per cent of the income. In Quebec the two ratios 
were very close, the population being 27.70 per cent and the income 27.29 
per cent. In British Columbia the income share was greater than that of 


Table B have been used in Table 1. The recent revisions of the amount of 


revised data of Appendix 
4. The revised data a tistics cover only the years 1930, 1933, and 1934. 


total production by the Dominion Bureau of Sta 
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population, but in other provinces the income was considerably less than the 
population. In fact, in 1931 Saskatchewan had less than 4 per cent of the 
national income and almost 9 per cent of the total population. 


In 1935, Manitoba, New Brunswick, Nova Scotia, and Saskatchewan 
each had a share in the population that was about one-half again as large 
as its share of national income. In Ontario, however, the income proportion 
was about one-third larger than the population proportion. These differences 
in population and income relation have been considered in detail inasmuch 
as it is these variations which determine the difference in tax and debt burden 
when calculated on a per capita basis and when calculated upon the basis of 
income. 


We now turn to the trend of income for certain of the provinces. This 
information is given in Table 2 in the form of indexes for the total income of 
Canada and of each province. The data, given for 1929 and thereafter, are 
based upon 1926 as 100. These data demonstrate how much greater the 


TaBLe 2.—INpExES oF INCOME FOR CANADA AND CERTAIN PROVINCES 


Saskat- British Nova 
Year Canada Manitoba chewan Alberta Columbia Ontario Quebec Scotia 
[926° >. % 100 100 100 100 100 100 100 100 
929 -> 108 89 67 80 114 121 121 104 
93 0s eee 87 68 37 62 93 101 100 90 
9S ee ik 59 ol 63 67 80 80 75 
OSS weer 58 48 33 53 51 64 64 57 
LOS See 57 48 29 49 55 65 61 59 
1934.... 61 51 30 55 59 Tf 66 62 
1935.... 66 49 38 52 64 76 70 68 


Source: Table D, Appendix. 


decline in the income of the prairie provinces was than the decline in the rest 
of Canada. The income of the prairie provinces, moreover, probably ‘increased 
only slightly in 1936, a year in which there was probably a substantial increase 
in the income of the remainder of the country. 


TRENDS IN THE SOURCES OF INCOME IN CANADA 


The principal sources of production in Canada in 1935 were manufac- 
turing, agriculture, mining, and forestry, in the order given. A comparison 
of the total value of net production in each of these branches of the Canadian 
economy is provided by Table 3. The index numbers of their values are given 
for certain years in Table 4. 


Agriculture has lost its former pre-eminent place in the net production 
of Canada. Within the period reviewed it has been far surpassed by manufac- 
turing. Mining in 1935 surpassed forestry by a very slight margin. Mining, 
forestry, and manufacturing will all show pronounced gains in 1936 and 
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1937, while agriculture will probably show rather small increases in the value 
of its total production. The trends reviewed are more easily grasped by means 
of index numbers, given in Table 4. These index numbers reveal clearly the 
very sharp decline and lack of recovery in the net production of agriculture 
as compared with the important branches of mining, forestry, and manu- 
facturing. 


TasiLze 3.—Sources or INcoMF or CANADA 
(In millions of dollars) 


Industry 1926 1929 1932 1935 
Agriculturens 4) oot toa: 1,400 1,034 565 623 


Manufacturing.............. 1,204 1,585 910 950 
orestrynets a -v.tee ices eee 313 338 133 228 
Mining ea is bos ee sores 240 311 191 239 
IBisheries eric: - sceieck racic arene 56 54 26 34, 
rap PINTER coerce ee eae hey 18 16 of 9 
A Gthern ceo Sistine: 409 609 273 312 


Total production........... 3,640 3,947 2,105 9,395 
Source: Table C, Appendix. 


The data in Table 4 give indexes of net production for various Canadian 
industries as well as the index of total net production of Canada. Table 5 
compares the trend in these industries for the different provinces with that 
of Canada as a whole. For agriculture and manufacturing, indexes are provided 
for every province. For mining, forestry, and fisheries, the data are shown for 


TaBLE 4.—InDEX Numbers or Tora Propuction 
or Important CANADIAN INDUSTRIES 


Industry 1926 1929 1932 1935 
OPICUIURIE soa tan eae 100 74 40 44 
Manufacturing) re ern er 100 132 76 79 
BH Orestr yu ce an anes eo ae 100 108 43 73 
Mining.) 22s 6 ae 100 129 80 99 
Misheriesiie t.carie ene eee 100 95 46 61 
EP Pap pine n uaen nck es eee 100 93 40 50 

Index of total net production 100 108 58 66 


Source: Table C, Appendix. 


only those provinces in which these industries are of considerable importance. 
The net production of agriculture in Canada declined more than that of 
any other important industry, from an index of 100 to 40 in the period from 
1926 to 1932. By 1935 there had been only a 10 per cent recovery from the 
very low level that had been reached, making an index of 44. In 1935 the 
index for Manitoba was the lowest of any province in Canada, only two-thirds 
of that for the agricultural output of Canada as a whole. Manufacturing in 
each of the provinces shows only very slight variation from the index of 
net production for all manufacturing in Canada. : 


The indexes for mining reveal that by 1935 net production in Canada as 
a whole had been restored to the level of 1926, though not to the extremely 
high level reached in 1929. Manitoba has had a favourable mining development 
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in recent years, but this industry still accounts for only a very small proportion 
—less than 5 per cent in 1935—of Manitoba’s total net production. Aside 
from Manitoba the great recovery in mining has taken place in Quebec and 
Ontario. These provinces in 1935 produced about two-thirds of Canada’s 


TaBLe 5.—InNnDEX NUMBERS OF PRODUCTION or IMPORTANT CANADIAN INDUSTRIES 
BY PROVINCES FOR SELECTED YEARS * 


os New Prince 
; Saskat- British Nova Bruns- Edward 
Year Canada Manitoba chewan Alberta Columbia Quebec Ontario Scotia wick Island 
AGRICULTURE 
1926.. 100 100 100 100 100 100 100 100 100 100 
1929. . 74 57 55 58 110 99 90 79 86 87 
193232 40 30 29 45 64 46 49 35 41 30 
1935.. AA 29 34 44 73 53 55 42 38 34 
MANUFACTURING 
1926.. 100 100 100 100 100 100 100 100 100 100 
1929. . 132 130 174 129 119 131 133 125 102 148 
1932... 76 75 PE 66 16 58 62 58 70 126 
1935. . 79 FEE 87 82 85 75 81 81 gine 110 
MIniInG 

1926.. 100 bear eA 100 100 100 100 100 

1929.. 129 Rares Ray 129 104 179 139 107 

1932.. 80 Sore wars 79 42 99 101 56 

1935.. 99 hates Smee 62 45 130 154 49 

FoRESTRY 

19265 100 eas sree Laas 100 100 100 Setets 100 

1929. . 108 aus ata ARES 112 106 103 Senet 93 

1932.. 43 Sapte snore sien 33 50 37 SHB 39 

1935. . WS Baits es ae 62 85 66 recat 69 

FIsHERIES 

1926.. 100 ee tae RR oe 100 sate Role 100 100 

1929... 95 Sate ak Se 87 eer apenele 91 lil 

1932, 46 Pins 5 wae Pr eas: 36 Sart ASI 52 56 

1935. . 61 ere eee Seas 56 a ais . 63 74 

Tota Net PRopuctTion 

1926. . 100 100 100 100 100 100 100 100 100 100 
1929.. 108 89 67 80 114 121 121 104 96 89 
1932. . 58 48 33 53 SL 64 64 57 59 39 
OS See 66 49 38 52 64 70 a 68 67 42 


Source: Table D, Appendix. 
*Figures are omitted when of minor importance. 


net mining production. In Nova Scotia, on the other hand, mining output 
in 1935 had fallen to one-half of the 1926 amount. 


By 1935 the recovery in forest products had reached about three-quarters 
of the output of 1926. Although by 1932 the net value of forestry products 
had fallen to a level almost as low as that for agriculture, recovery by 1935 
was very substantial, and compares very favourably with the recovery of 
agriculture, which was considerably less than one-half of the 1926 values. 


Tur BurDEN OF PROVINCIAL TAXATION 


We now turn to a comparison of the burden of taxation in Manitoba 
with that of all other provinces. Because published reports on this subject 
frequently use the per capita amount of taxes as a measure, this submission 
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also provides this comparison. We believe, however, that the common use 
of the per capita method of measurement is due to the great facility with 
which it can be made, and that taxation is more adequately measured by the 
proportion of income it represents. The reason for this is that a province 
may have a greater share of total population than of total national income; 
clearly a given amount of per capita taxes would be a greater burden for 
such provinces than for those that do not have this smaller proportion of 
income. 


In considering provincial taxation, we are interested in the total taxes 
paid by the people of a province. By total taxes we mean what is commonly 
referred to as combined or, more accurately, overlapping taxation. This 
consists principally of the total taxation of the province and the total taxation 
of all municipalities within the province. Since in some provinces certain 
functions are carried on by municipalities which in other provinces are carried 
on by the provincial government itself, the use of overlapping taxation gives 
a truer comparison. An illustration from the data in Table E of the Appendix 
may make this point clear. In Quebec, total taxes in 1933 were $92,500,000. 
Municipal taxes constituted almost $80,000,000 of this total, or well over 
85 per cent of all taxes paid by the people of Quebec, excluding, of course, 
their contribution to the tax revenues of the Dominion itself. In contrast, 
municipal taxes in British Columbia constituted only about 60 per cent of 
the total taxes. 


Consequently, comparisons both of overlapping taxation and of over- 
lapping debt serve most accurately to reflect the total taxation and debt 
burdens of a province when no special account is taken of how governmental 
activities are carried on. The same results can be obtained by comparing 
first provincial and then municipal taxation for the different provinces, but 
this is, of course, a much more difficult process. Table E of the Appendix 
gives the total tax receipts of all municipalities and provincial governments 
and their total or overlapping provincial taxes; Table F the per capita tax 
receipts of municipalities alone for all provinces; Table G similar data for 
the taxes of the provinces alone. 


Total per capita overlapping tax receipts by provinces from 1926 to 
1933 are given in Table H of the Appendix. Table 6 below gives for selected 


Tasie 6.—MouniciPpaL AND ProvinctaL Taxes PER Capita 


Province 1926 1929 1931 1933 
Prince Edward Island......... $ 5.99 $ 6.73 $ 6.64 $ 7.54 
INOVal SCOLIa ce Geen 16.66 17.98 18.11 17.54 
New Brunswick............... 12.75 13.17 14.17 14.50 
Quebec Fra We eee see 28.41 29 Al SiOL 31.15 
Ontario. cay eee 36.74 41.81 44.01 41.40 
MGNILO0G Rahae oss ee 34.66 36.63 Bh. 11 83.55 
Saskatchewan >o0. «200+ -ok « 36.98 35.11 23.49 21.91 
Alberta? Ha Sites See 26.92 24.20 19.47 92.038 
British Columbia............. 40.78 43.63 42.18 39.58 

AL DrOWINCES: a wane on ee $31.57 $33.66 $33.28 $32.32 


Source: Table H, Appendix. 
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years the total per capita overlapping taxes paid by the people of each province 
and the average for all of the provinces. Per capita taxes for all of the provinces 
from 1926 to 1933 varied within the close range of $2.09, or from $31.57 to 
$33.66. Per capita taxes were greatest in Ontario and British Columbia. In 
each of these two provinces the average amount of taxes for each person has 
in recent years averaged slightly over $40.00. In Manitoba the average for 
the same years has been close to $35. But, as we have indicated, per capita 
taxes are quite inaccurate as a measure of the burden of taxation because of 
the fact that they do not take into consideration differences in incomes and, 
as we have shown, the decline in income has been greatest in the agricultural 
areas because of the rigid prices that are costs to Western agriculture. Table 7 
gives total overlapping taxes as percentages of the total income of the 
provinces. 


TABLE 7.—PERCENTAGE OF INCOME COLLECTED IN PROVINCIAL AND 
Monicipat TaxEs 


Province 1926 1929 1931 1933 
Prince Edward Island......... 1.50% 1.91% 3.95% 4.34% 
INOVanSeOtla:) «knee teen oes 4.57 4.74 6.58 8.19 
INewebnimswickiian meee 3.72 4.08 6.19 8.16 
QUE WE Crp c es tort oy c0k h eereoras 5.19 A 74 7.84 10.63 
Ontarloree eee eee 5.13 5.09 8.36 10.07 
IVDAONTTOOMRE ha ee hee etic ee Grom 7.97 11.71 TWA SED 
Saskatchewan. setae tua tere 6.11 9.33 14.08 14,31 
Alert aly ane ns cine ees Ae oe. Sid 4.178 5.23 7.78 
BritisheColumbiase sate: 4.88 4.96 8.59 10.12 

NIU DTOVInCeS ea eee seal 5.28 8.29 10.34 

All provinces, including 

Dominion taxes.......... 10.81 11.58 15.10 18.11 


Source: Table I, Appendix.’ 


From 1926 to 1933 the share of the national income of Canada absorbed 
by provincial and municipal taxes combined was doubled, the increase being 
from 5.11 to 10.34 per cent. In Manitoba, as the result of the great decline 
in incomes, the percentage of income required for overlapping taxes increased 
from 6.37 in 1926 to 14.36 in 1933. This percentage was higher than for any 
other province, although it was exceeded by Saskatchewan from 1928 to 1932. 
Due to the decline in income of her people the proportion of income required 
for provincial and municipal taxation in Manitoba in 1933 was almost 40 
per cent above the average for all Canadian provinces. In the central pro- 
vinces, taxation required slightly over 10 per cent of the income; in the mari- 
time provinces, slightly over 8 per cent, except in Prince Edward Island, 
where the amount was considerably less. The complete data for the entire 
period from 1926 to 1934 are given in Table I in the Appendix. The data for 
1934 do not change materially the results given above for 1933. 
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Tue Errects oF DrecitiniInc INCOME UPON THE BURDEN OF 
GOVERNMENTAL Dest IN MANITOBA 


We now turn to the effects of the decline in income upon the burden of 
indebtedness of Manitoba in comparison with the other provinces. These 
comparisons are given, as they were for taxation, both on a per capita basis 
and as a percentage of the net income of the province. We would prefer to 
express indebtedness as a percentage of the wealth of the province. But data 
covering the total wealth never prove to be very satisfactory, inasmuch as 
their basis is largely assessed valuation, which is extremely inelastic, despite 
known changes in market value. This is probably due to the fact that assessors 
are more concerned with equitable treatment of all taxpayers than with a 
detailed recording of true market values. 


Data used in making comparisons of provincial indebtedness are based 
on the net debt of each province. Net debt is defined as gross debt less current 
assets (including sinking funds) and less indebtedness incurred for self-sustain- 
ing enterprises. We need have little concern over the deduction of current 
assets and sinking funds from the amount of gross indebtedness. These funds 
are not large, but their deduction provides a more satisfactory comparison 
between provinces, inasmuch as some provinces hold greater proportions of 
current assets and debt in sinking funds than others. Likewise the indebtedness 
of one province owning electric light and power properties is made com- 
parable to that of others only when the indebtedness incurred for these enter- 
prises is excluded in the determination of its net debt. This grows out of the 
fact that indebtedness for such enterprises is financed, not through taxation, 
but through special charges for the services in question. 


For municipalities, information as to current assets and sinking funds 
and self-sustaining enterprises is not available. For this reason the total 
overlapping or combined indebtedness which we have used consists of the 
net indebtedness of the province (as it has been defined above) and the gross 
indebtedness of municipalities. This lack of information on the net debt of 
municipalities probably does not introduce any error of great importance. 
Municipal finances are probably fairly comparable for the various provinces, 
since the total municipal debt for a province is made up of a larger number 
of municipal units only relatively small numbers of which have a revenue- 
bearing debt. In the case of provincial indebtedness there is but one unit. 


Table J in the Appendix provides data on net debt, population, and per 
capita net debt of the provinces only; it covers all the provinces for the full 
period from 1926 to 1935. Table 8 below is a summary of this Appendix data. 
This table shows that per capita net debt of all provincial governments in 
Canada increased from $48.22 in 1926 to $103.67 in 1935. In Manitoba the 
per capita increase from $62.57 to $102.35 was substantially less and the 1935 
figure was close to the average for all of the provinces. Thus we observe that 
the per capita increase was $40 as compared with $53 for all Canada. Quebec 
and Prince Edward Island had an indebtedness substantially below $100 
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per capita. In five other provinces the indebtedness ranged from $126 to 
$138. We wish to add to the expression of indebtedness on a per capita basis 
its measurement in relation to income, so that we may observe the effects 


Tasue 8.— Net Per Carita Dest or Provinces ONLY 


Province 1926 1929 1932 
Prince Edward Island......... $23.33 $29.09 $ 40.81 
ING VaSCotlash see here. foes 53.75 67.18 81.58 
Newebrunswick.= 25555 een-: 61.69 83.84 113.22 
QUebe Crete ee. tas cee 26.34 23.06 28.65 
Ontario ewe edocs is takes es 52.01 65.38 94.58 
Manitooaae, tak ee ee. 62.57 66.06 90.94 
Saskatchewalla. sa o:hict hia. 32.34 41.20 85.35 
Al ertdme acre. <span ein re 87.60 95.11 127.97 
British'Columbia.e see .ene a. .s 79.32 94.89 128.83 

AUDrOVINCES ee waa. cae ee $48. 22 $56.07 $ 79.51 


Source: Table J, Appendix. 


$103.67 


of the decline in incomes in Manitoba upon this average per capita amount. 
For this reason we turn to the measure of provincial debt in relation to the 
total income of the people of the province. 


Table 9 provides for certain years indexes of the amount of net debt of 
the various provincial governments since 1926. This table reveals that the net 
debt increase of the provincial government of Manitoba was relatively less 


Tasie 9.—Inpex Numbers or Net Dest or PROVINCES 


Province 1926 1929 1932 1935 
Prince Edward Island......... 100 126 179 Q57 
NOVA OCOLlLA Meee eee 100 125 153 Q11 
News bruriswickss se nen 100 139 191 223 
Quebecaneet ee ar whats ee eee 100 93 128) 206 
Ontario ee eae ee eee 100 132 200 281 
EM iereaLGOG cw ot eR aeen Moros 100 112 161 182 
Saskatchewanenie ste cians ne ee 100 137 300 456 
Miberta cet Moe oak ees 100 122 178 216 
British Golumbia.2....5-202.- 100 130 189 Q11 
NS prOViniCesice1 eae 100 123 183 249 


Source: Table J, Appendix. 


TasBLeE 10.—InpEx Numspers or CoMBINED PROVINCIAL AND MUNICIPAL 
Dest BY PROVINCES 


Province : 1926 1929 1932 
Prince Edward Island......... 100 127 176 
INovaiScotia:., ta okie tas bik ohne 100 118 137 
New. Brunswick... oecicecia = 100 133 172 
Qe bec tenses he tte neue cnedes 100 114 150 
Ontariowle. Sent saatore. es 100 116 144 
A ATtOUG es SAR cheat oe 100 108 130 
Saskatcne wal... a: e.e re oe nee 100 112 171 
Alberta me: Gia At oiso caer ced oere 100 130 156 
British Golimbiae noc oeewa 100 120 146 
All provinces :). (1.12. 3-262 100 117 147 


1934 


202 
158 
184 
188 
156 
. 182 
198 
159 
149 


164 


TT non 


Source: Table L, Appendix. 
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than for any other province. Based upon 1926 as 100 the net debt of Manitoba 
increased to an index of 182 in 1935. In the case of every other province the 
net debt increased to an index of more than 200, and the index for total debt 
of all provincial governments in 1935 was 249. 


Table 10 provides a similar comparison for all the provinces in the case 
of combined provincial and municipal debt. In this comparison the index for 
all municipal and provincial debt in Canada was 164 in 1934 (1926=100); 
for Manitoba the index was 132, the lowest for any of the provinces. 


Table K in the Appendix provides data covering the total income of the 
people of the various provinces, the net debt of the provinces only, and the 
percentage relation of this net debt to total income. These comparisons, as 
in the case of the per capita comparisons given above, apply only to the net 
debt of the provincial government. 


Table 11 summarizes the relation of net provincial debt to income. It 
will be seen that the total net debt of all the provinces, expressed as a per- 
centage of their income, increased almost fourfold from 1926 to 1935. In the 
latter year the total debt of all provinces was approximately 30 per cent of 
the aggregate income of the people of Canada. In Manitoba the percentage 
was 42.30. This percentage of debt to income was only slightly below that 
for Nova Scotia; it was substantially exceeded by Alberta, New Brunswick, 
and Saskatchewan. As stated above, these comparisons of per capita debt 
of the provinces and of the ratio of debt to income are based upon provincial 
debt only. We now turn to the more significant comparisons of per capita 
overlapping debt of each of the provinces and the ratio of overlapping debt 
to the total income of each of the provinces. 


Tasie 11.—Nert Dest or Provinces ONLY AS PERCENTAGE OF INCOME 


Province 1926 1929 1932 1935 


Prince Edward Island......... 5.87% 8.28% 26.82% 35.82% 
INGVanOCotlarieians faiet nant 14.74 17.70 39.51 45.96 
ING Wa DLULS WwICkel oni 18.00 25.97 57.96 59.78 
MUeDeChee hints fate eer 4.81 $.72 9.12 14, 22 
OMEaTIOM No ae Ae oes Ta26 7.96 22.48 26.62 
MON ULOUG a ais ies see ae 11.50 14.388 38.22 42.30 
Saskatchewallaeaeene aie scree 5.35 10.95 48.57 63.83 
WAlbertatue se acl fen eye ae ato Ve eT 18.81 41.41 50.95 
Britishe@clumbia.. ieee 9.49 10.79 34.89 31.05 
FAligprovances) mes aemrieer cr. 7.80 8.80 24.55 29.20 


Source: Table K, Appendix. 


Table L in the Appendix provides a summary of net provincial debt and 
total municipal debt by provinces. Table M provides per capita overlapping 
debt by provinces from 1926 to 1935. From the latter table, which gives the 
amount of both municipal and provincial indebtedness, per capita debt for all 
provinces may be briefly summarized as in Table 12 below. The average per 
capita debt for all the provinces in 1935 was $215. British Columbia exceeded 
this average by almost $100. Alberta, Manitoba, and Ontario had an indebted- 


ness ranging from $226 to $239. 
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TABLE 12.—PeER Capita OveRLAPPING Dest or PRovINCcES: 
Monicipan ano Net ProvinciaL Dest 


Province 1926 1929 1931 1933 
Prince Edward Island......... $ 37.70 $ 47,27 $ 60.26 $ 67.99 
Nova Scotia ny ails er steeny viene al iat 104.78 123.55 139.42 155.10 
New Brunswick.............. 104.85 136.66 164. 66 173.69 
Quebec SUT at as AD OE ee ae Ae RE 140.35 150.14 170.95 196.30 
Ontario SS Eno Ne cd Cun enim eng OR 182.69 200.94 229.27 238.71 
MGnitOl Mare sae ek ee 188.89 195.88 91220 228.58 
Saskatchewan ........0...-... 99.14 103.39 143.54 156.03 
Alberta 1 eae Ne snd A) Wahid a ese 181.27 209.84 225.79 226.46 
British Columbia ..4.4e5..256- 249.05 Q74. 67 309.42 311.94 
All Provinces» Nene 159.48 175.28 201.01 214.96 
Total Canadian public debt.. 435.32 422.70 440.80 483.09 


Source: Table M, Appendix. 


We turn finally to overlapping debt as a percentage of the total income 
of the people of each province in order that we may arrive at the effects of 
the decline in incomes upon the burden of debt. The summary given in Table 
13 is based on Table N in the Appendix, which provides in detail data for the 
years since 1926. 

TaBizE 13,—OvrRiaPPiIne Dust or PROVINCES AS A PERCENTAGE OF INCOME 


Province 1926 1929 1931 1933 
Prince Edward Island......... 9.45% 13.45% 35.86% 39.14% 
INovaEScotlavieasicuevioe | aces 28.75 32.55 50.69 72.81 
New Brunswicia. 4.0405. 4.5. 30.59 42.34 71.92 97.71 
Quebec ma ee eines teen an 25.63 24, 20 43.22 66.97 
Ontariokeae 3 jon cee 25.51 24.45 43.57 58.10 
WY ITINOG? oe, Cae Bend he ee Clee 84.70 41.99 V280. 97.81 
Saskatchewan sunt scorer 16.38 27.48 86.04 101.89 
Nl bertarcmenensie Poet es en tes vem 25.39 41.50 60.68 79.93 
British Columbias...504.5s56 . 29.79 31.24 63.01 79.90 
All provinces...... x Sst Q7.73 50.04 68.76 
Total Canadian public hee 71.46 66.76 113.63 155.77 


Source: Table N, Appendix. 


It is of interest to consider the position of Manitoba. In 1926, while its 
provincial debt alone was only 11.50 per cent, its overlapping indebtedness 
was 35 per cent of the income of the people of the province in that year. By 
1931 the combined provincial and municipal indebtedness of Manitoba, largely 
as the result of the decline in income, was 72 per cent of the total income 
of the people of the province. This was again about 50 per cent above the 
average for all provinces and was exceeded only by Saskatchewan. In 1933 
the provincial and municipal indebtedness of Manitoba was 98 per cent, 
almost equal to the annual income in that year, which was at its lowest level— 
a level less than half of that in 1926, and a lower level than was reached by 
-any of the provinces excepting Saskatchewan and Prince Edward Island. 
For Saskatchewan the corresponding figure for the relation of overlapping 
indebtedness to income was 102 per cent; the New Brunswick figure was equal 
to that of Manitoba. Outside of these three provinces, the ratio of indebtedness 
to income in 1933 was 80 per cent for Alberta and British Columbia; about 70 
per cent for Quebec and Nova Scotia, as well as for all Canada; 58 per cent 
for Ontario, which was substantially below the Dominion average; and 39 
per cent for Prince Edward Island. 
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Tante B—Net Vauur or Torar Propuction or CANADA BY Provinces, 1926 ro 1935 


; Prince Edward ; New British 
Production Canada® Island Nova Scotia Brunswick Quebec Ontario Manitoba Saskatchewan Alberta Columbia __All Provinces? 
1926 
Total primary and secondary production® __ - $3,640,360,000 $26,325,625 $124,218,480 8 90,964,915 % 869,594,363 $1,371,688,666 $207,100,745 3357,046,765 $298,026,980 $289,801,471 
Service production pt ice cette renee .. 2,182,030,000 8,392,609 63,463,221 44,772,931 555,496,879 894,203,841 140,704,246 139,676,694 136,019,514 216,858,441 
Total net production. aus 5,822,390,000 34,718,234 187,681,701 136,737,846  1,425,091,242 2,265,892,507 347,804,991 496,723,459 434,046,494 506,659,912 $5,834,356,386 
1927 
Total primary and secondary production. 3,901,500,000 23,734,082 119,540,211 86,871,419 920,270,084 1,469,994,588 200,050,712 406,098,995 378,578,571 291,140,286 


Service production 


é + 2,388,060,000 7,566,426 61,078,094 42,768,112 587,868,530 058,289,472 135,014/454 168,865,927 172,783,260 217,860,276 
Total net production 


6,240,060,000 31,300,507 180,613,305 129,629,581 1,508,138,614 2,428,284,060 335,965,166 564,964,922 551,361,831 509,000,562 


1928 

Total primary and secondary production...... 4,122,510,000 23,128,829 144,272,367 85,364,983 979,666,796 1,572,835,443 235,182,568 413,826,184 341,413,575 321,964,242 

Service production. - So o ad 2,471,030,000 7,373,471 73,708,752 42,016,645 625,811,149 1,025,331,425 169,783,037 161,888,392 165,821,156 240,469,379 
Total net production oe sace 6,593,540,000 30,502,300 217,981,119 127,381,628 1,605,477,945 2,598,166,868 394,965,605 575,713,526 497,284,731 561,823,621 


1929 

Total primary and secondary production. 3,946,610,000 23,452,390 129,380,194 87,382,143  1,049,515,828 1,658,395,781 185,231,876 238,781,959 237,493,962 $31,466,014 
7 oes 2,365,600,000 7,476,622 66,100,341 43,009,491 670,430,711 1,081,108,209 125,846,197 93,411,502 108,392,245 248,036,018 

6,3 


312,210,000 30,929,012 195,480,535 180,391,634 1,719,946,639 2,739,503,990 $11,077,573 332,193,461 $45,886,207 579,502,032 


Service production. - 6 
Total net production 


1980 


Total primary and secondary production. . 3,183,920,000 16,261,118 111,890,720 77,174,589 868,327,349 1,380,359,865 140,137,105 131,097,319 185,032,449 269,179,091 

Service production. pote d > -.... 1,908,440,000 5,184,044 57,164,969 37,985,333 554,687,511 899,856,506 95,209,149 51,285,271 84,448,810 201,426,714 
Total net production. .__. ---..--..... 5,092,360,000 21,445,162 169,055,689 115,159,922 1,423,014,860 2,280,216,461 235,346,254 269,481,259 470,605,805 

1931 

Total primary and secondary production. - 2,572,270,000 11,216,602 93,372,826 62,599,844 693,565,207 1,093,316,853 121,418,724 110,558,350 187,019,646 194,944,923 


Service production 
Total net production 
1932 r 
Total primary and secondary production. 2,104,900,000 10,264,666 70,917,559 54,063,728 557,659,317 884,801,710 100,463,108 117,868,748 157,015,824 148,689,806 
Service production.............. ---:-= 1,261,680,000 3,272,376 $6,281,781 26,610,164 $56,282,772 576,802,235 68,247,842 46,100,342 71,662,022 111,264,582 
‘Total net production. . oH ~---- 3366,580,000 13,537,042 107,149,840 80,673,887 913,892,089 1,461,603,945 108,700,950 163,965,090 228,677,846 259,954,388 
1983 

Total primary and secondary production. . 


2 .. 1,541,820,000 3,575,853 47,704,177 30,811,643 443,049,454 712,783,256 82,491,881 43,250,427 85,355,766 145,877,286 
Bones 4,114,090,000 14,792,455 141,077,003 93,411,487 1,136,614,661 1,806,050,109 203,910,605 158,808,777 272,375,412 340,822,209 


- 2,062,310,000 11,725,908 73,602,044 50,036,128 531,203,671 886,521,242 98,801,770 102,584,743 145,507,280 159,002,785 
1,236,150,000 3,738,219 37,603,284 24,627,782 339,382,905. 577,923,198 67,125,923 40,131,151 66,409,523 118,981,784 
3,298,460,000 15,464,127 111,205,328 74,663,910 870,536,576 1,464,444,440 165,927,693 142,715,894 21 1,916,803 277,984,569 


Service production... .. 
Total net production 
1934 , 
Total primary and secondary production. 


2,233,700,000 10,181,282 76,628,789 55,404,590 572,339,409 971,143,305 106,321,772 106,960,920 162,784,883 171,982,118 
1,338,880,000 3,245,777 39,149,648 27,270,139 365,610,414 633,088,321 72,235,012 41,843,112 74,295,021 128,656,804 
3,572,580,000 13,427,009 115,778,437 82,674,729 937,949,823 1,604,231,626 178,556,784 148,804,032 237,079,904 300,588,922 


Service production aan 
Total net production. 

1935 

Total primary and secondary production 

Service production... .. ances 
Total net production. . 


- 2,394,720,000 11,059,670 84,186,607 61,184,408 607,222,088 1,050,064,179 102,442,524 136,374,259 165,098,958 187,087,995 
- 1,435,400,000 3,525,823 43,010,938 30,114,966 387,893,470 684,536,838 69,599,451 53,349,610 70,787,164 139,997,947 
- 3,830,120,000 14,685,498 127,197,545 91,299,374 995,115,558 1,734,601,017 172,041,975 189,725,869 225,886,122 327,085,942 


6, 239,258,498 


6,609,247,343 


6,384,910,983, 


5,166,708,002 


4,162,862,718 


3,398,154,577 


3,334,859,340 


3,619,091,266 


3,877,536,895 


@ Including the Yukon. 

¢ Bhese figures indicate the very slight relative degree of inaccuracy arising from methods of estimating the net value of service production. 

© Duplication deducted for all primary and secondary production figures, In each veer a duplication from the figure for manufactures is deducted. This 
duplication anises from including in two places a number of industries which may be regarded as extractive or as manufacturing processes (e.g., ship building 
was included under both construction and manufacturing up to 1929). 


Taste B1—Revisen Data on Nur Vatue or Toran Propuction of CANADA BY Provinces, 1926 to 19354 


All Provinces® 


Prince Edward New British 

Year Canada? Island Noya Scotia Brunswick Quebec Ontario Manitoba Saskatchewan Alberta Columbia 

1926... - $5,822,713,000 $34,717,000 $187,670,000 $135,769,000 $1,424,303,000 $2,266,504,000 $847,776,000 $496,725,000 $434,125,000 $506,734,000 
1927... - 6,240,403,000 $1,299,000 180,602,000 129,659,000 1,507,651,000 2,428,940,000 335,987,000 564,968,000 551,462,000 509,076,000. 
1928. . 6,593,906,000 30,501,000 217,967,000 127,410,000 1,604,959,000 2,598,869,000 $94,983,000 575,717,000 497,325,000 561,906,000 
1929. _ - 6,312,556,000 30,928,000 195,468,000 130,421,000 1,719,390,000 2,740,244,000 311,052,000 382,195,000 $45,949,000 579,587,000 
1930... - 5,335,285,000 20,362,000 165,882,000 110,642,000 —_1,444,722,000 2,323,865,000 266,607,000 258,329,000 329,791,000 476,916,000 
1931. .- 4,114,315,000 14,792,000 141,068,000 93,433,000 1,136,247,000 1,806,538,000 203,894,000 153,810,000 272,425,000 340,872,000 
1932... - 3,403,431,000 13,536,000 107,142,000 80,692,000 913,597,000 1,461,999,000 168,687,000 163,966,000 228,719,000 259,993,000. 
1933... . 3,193,300,000 15,117,000 105,024,000 69,341,000 822,916,000 1,400,993,000 160,427,000 187,838,000 207,184,000 269,206,000 
1934. . . 3,807,928,000 14,891,000 132,194,000 86,601,000 959,842,000 1,673,584,000 190,893,000 164,397,000 266,210,000 $24,076,000 
1935_. 3,830,326,000 14,585,000 127,189,000 91,320,000 094,794,000 1,735,076,000 172,028,000 189,725,000 225,927,000 $27,184,000 


$5,834,323,000 
6, 239,594,000 
6,609,587,000 
6,385, 234,000 
5,397,016,000 
4,163,079,000 
8,398,331,000 
3,188,045,000 
3,802,688,000 
3,877,778,000 


® The figures for total production in 1933 and 1934 appeared in the Canada Year Book, 1937, revised for the first time in accordance with a resolution adopted 
by the Conference of Commonwealth Statisticians in 1995. The revised figures are shown in the aboye table for these years. Beginning with the year 1982 
the Dominion Bureau of Statistics has calculated the yalue of total net production (including value of total production of service industries) by province 
Although the method employed is basically similar to the one we have used in Tables A and B of this Appendix, their results differ slightly from our own. 
For purposes of comparison, therefore, we apply the percentages used by them in the years 1932-34 to the years 1926-31 and 1935; the results appear 
in the fibave table. The figures for 1930 are based upon data revised in the Year Book of 1937. 

* Including the Yukon. 


See footnote b to above table. 
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PART VI 


FINANCIAL PROBLEMS OF MUNICIPALITIES AND 
SCHOOL DISTRICTS 


The preamble to the terms of reference to this Commission states inter alia 
that “representations have been made by provincial governments that muni- 
cipal governments, which have been created by, and derive their powers and 
responsibilities from, the provinces, are confronted with similar problems, 
and, in particular, necessary municipal responsibilities have placed an undue 
burden on real estate and are thereby retarding economic recovery, also that 
the relations between provinces and municipalities are an essential part of 
provincial finances.” 


We propose therefore to portray in summary form the administrative 
system of local government in Manitoba, and to indicate in what manner the 
financial affairs of the municipalities and school districts are related to those 
of the province. It is hoped that this submission, detailed and technical as 
it may appear, will provide a background for the submissions of the muni- 
cipalities, so that their responsibilities, burdens, and problems will receive 
the Commission’s understanding and sympathetic consideration. 


HistoricaAL BACKGROUND 


When the province of Manitoba was formed in 1870 its population was 
small and its area was what is now known as townships 1 to 17, in ranges 1 
to 11 east and 1 to 11 west of the Principal Meridian. The boundaries were 
slightly altered in 1877, but the area was not increased. In 1881 the province 
was enlarged to include townships 1 to 44, in ranges 1 to 17 east and 1 to 29 
west of the Principal Meridian. The province was again enlarged when the 
present boundaries were established in 1912. 


Under the British North America Act the province was given juris- 
diction over municipal institutions, and in 1873 the provincial legislature 
first enacted legislation respecting municipalities. By reason of the sparse- 
ness of the population, their limited needs, and their inexperience in 
local government, the first Municipal Act, which dealt with the jurisdiction 
of the municipalities, and provided for the raising of municipal revenues, was 
a rather modest enactment of some 48 sections. Municipalities were incor- 
porated by Letters Patent under the Great Seal, and whatever jurisdiction 
they were given under the statute was subject to confirmation or disallowance 
by the Lieutenant-Governor. Municipal revenues were raised by levies on 
real and personal property, and it was provided that no tax should be levied 
by the council upon real estate and improvements exceeding in any one year 
one per cent of the assessed value thereof. 
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FINANCIAL PROBLEMS OF MUNICIPALITIES AND ScHooL Districts 


After the boundaries of the province were substantially enlarged in 1881, 
further legislation appeared necessary to meet municipal needs. In the year 
1883 the Municipalities Act was passed, establishing 26 counties, 99 muni- 
cipalities, and 3 judicial districts. Municipal councils were elected by a 
direct vote of the qualified electors, and the county councils by the several 
municipal councils within each county. The judicial district boards consisted 
of the wardens of the several counties and the mayors of cities and towns 
within the judicial district. This legislation was revised in 1884, and the 
county councils abolished, their former jurisdiction being given to municipal 
councils and judicial district boards. The judicial district boards continued to 
function until 1886, when they, too, were abolished, and the office of the 
Municipal Commissioner for the province was established. 


To appreciate the increase in municipal activities in recent years it is 
interesting to note that in 1905, the first year for which statistics are available, 
there were in the province 1,360 school units, and 113 municipal units, con- 
sisting of 86 rurals, 11 villages, 14 towns, and 2 cities with a total municipal 
assessment of real and personal property of $153,241,706.00 and total levies for 
all purposes of $3,441,961.78, and with a total municipal and school district 
capital liability of $11,854,149.70. In 1936 there were 2,270 school units, and 
174 municipal units, consisting of 117 rurals, 22 villages, 30 towns, 4 cities, 
and 1 municipal district, with a total municipal assessment of $477,221,364.00 
and levies of $18,054,688.30, and with a total municipal and school district 
capital liability of $112,214,300.77. 


LocaLt GOVERNMENT ADMINISTRATION 


It is now proposed to briefly outline the present administrative system 
of local government in Manitoba. 


Municipalities —The 170 incorporated municipal units, consisting of 
112 rural municipalities, 5 suburban municipalities, 22 villages, 30 towns, and 
1 municipal district, are in certain respects subject by statute to the jurisdiction 
of the Minister of Municipal Affairs, and their accounts are audited by nine 
municipal auditors appointed by the Lieutenant-Governor-in-Council, and 
paid by the municipalities on the basis of a tariff prescribed by order-in-council. 
Besides these incorporated municipal units there exist unincorporated village 
districts. An elected committee of three persons has certain limited adminis- 
trative powers over the funds which are obtained by the unincorporated village 
from the municipality within which it is situate. 


The cities of Winnipeg, St. Boniface, and Portage la Prairie have special 
charters, and with minor exceptions are not under the jurisdiction of the 
Minister of Municipal Affairs, their accounts being audited by auditors 
appointed by each city. The city of Brandon originally had a special charter, 
but is now governed by a number of special acts and by the general muni- 
cipal legislation. Certain general legislation also applies to the city of Portage 
la Prairie. 
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FINANCIAL PROBLEMS OF MUNICIPALITIES AND ScHooL Districts 


Within their delegated powers and subject to the provisions of the 
general municipal legislation and their respective special charters, all the 
municipalities are self-governing units. 


Under the provisions of the Municipal Act and the Municipal and Public 
Utility Board Act the Lieutenant-Governor-in-Council, except for the city 
of Winnipeg and the school district of Winnipeg, has certain powers over 
the affairs of municipalities that find themselves in financial difficulties. These 
may be summarized as follows: 


_ 1. The municipality may be supervised by requiring it annually to submit 
its financial programme for approval. If under supervision, all cheques may 
be countersigned by the supervisor. 


2. The elected council may be discharged from office and in its place, 
and having all its powers, an administrator may be appointed. 


3. The municipality may be disorganized and its affairs wound up by a 
receiver. In this case, the municipality ceases to function except for the 
purpose of winding up, and becomes part of unorganized territory. 


At the present time six rural municipalities have been disorganized, five 
rurals and one village are under administrators, and two cities, one town, and 
four suburban municipalities are being supervised. 


School Districts.—Besides the municipal units there are in Manitoba 2,270 
school districts of varying types established under the provisions of the Public 
Schools Act; of these, 254 are in the unorganized and disorganized portions of 
the province. Normally, the control of the district is vested in a board of 
school trustees chosen by the electors of the district, but if the financial position 
of a school district is unsatisfactory it may be placed under the control of an 
official trustee appointed by the Lieutenant-Governor-in-Council. There are 
approximately 237 school districts under official trustees. Within their dele- 
gated powers and subject to the provisions of the Public Schools Act and the 
jurisdiction given under that act to the Minister of Education, school districts 
are also self-governing units. They have power to borrow money and issue deben- 
tures, but do not, except in unorganized and disorganized territory, impose 
taxes. In organized territory, apart from the general statutory school levy 
and government grants, they requisition the municipality for their require- 
ments, and the municipalities account to the school boards for the general 
and special levies. In unorganized and disorganized territory the school boards 
or official trustees levy and collect taxes under the supervision of the Manitoba 
Tax Commission. School districts in unorganized and disorganized territory 
are divided into nine groups, each in charge of an assessor-collector appointed 
by the Lieutenant-Governor-in-Council and supervised by the Manitoba Tax 


Commission. 


Department of Municipal Affairs.—The office of the Municipal Com- 
missioner was first established in 1886 to take over the functions of the existing 
judicial district boards. The Municipal Commissioner is a member of the 


3 


‘moan wwioitviet laste: bad honinmycore, ot keppoxe Jou 


edt Be Hestoony larvae avritontpeer iad bap’ Moi 


Leta Wy, 


, ee TY — c y 1 *. fas : ix ' 
ma : Oh “ : is _ ie py ; a ; ; } ) : i) an ee if wy 
iq 1 Tet aiden 5) aes Ln AS eek th 
SEITE ee HOE 
Hy . n vi . =e ‘ i aaa nay : f Oy) 
iui’ I y arr - ! ~ aD 
- j : ; ; ; r ; t - Ne RiKt. : We. 
“< 7 04 it i : 2 . f i ¥ a ‘ L } y a 
es be ae ee nese eae + ie oh A = PRIOR & . ikea fs os shel libs ainda poten role a Am nar att antec j 


4 wry 7 


4d4 to antoieivonp a4ftct teaidin ee te 


al e 

i en 
is j 

ey ot 


a i 7 - : ai) 
Sa eae AS oy 
7 ’ ? 


: } atin Roie@te’r 
silo’? Bate feeyiotiurdt off biwtoA (ngtolieht oilt fs wclok | 
yisiedt a0) dpece liotin -uaemsveor auntie adf $A Baset 
1. erin ratio 2a went Wy Friedel ‘loodge. on ‘Ye ough 
sao nactinoi ih baie ot aor lmgeenat ys byt dal eoisilmgioinrigs 

rns pre | i _ eerollat Als oxtet 


ne 


ditgndasx 6} hisses 4 Ysa vel Lomi yaqine odd gaue ydibne 


oF 
a) a 


eat ope, ihe doiarvagete thie WW Lerotagk aot DOL BIGOT a a 
or STORE LOG ahs gd) € ake 


to Bangel & af bodes. st ssertadly alt to fodinns ‘orth Vilar, ve . 
nOLmOD Lona att Tadic Joivteth alt te waptonte of cel avec ou inploodse: 
net loves sat doh hoagie Sal Gag, 1 odie elmer’ ni Jorrivih fatisa.e fo 
ste ao? aed A) -riemore faniatyak to} ‘ed betuigage eotewth [pinto oo - 
“olay tiodt) sh causdatat Inivilte «ohn edontullr loodsa tee Yisiamixoggs 
eat tyie tos, diate aildu® add to eomiverg Hit of toate bae wowoy batey Ms 
erin) Ioudesn onsonht dy mhdnit ads 0) Jon indt toby aeity noijsibatany 
“Fatloly Suaal hare wards wortngd Wh vawog 40g Yod'T ating grisea, seonlesaa 9. 
| bh -yeeveest 7 
vial Leche wed Pa lee abl. worl droge cx itriet besinarw of eaxet 7 
eivsicnyat iol) wk! Pile isnestieat alt nocticp vodd eta iasnersvoy baa. 
Lrrainy, odd.) eiaao. loaduc. oft of trios. soititeqmioum odd ban ,atcant ‘ 
ehoshort located 91) yrotirw hoelungiocth. bas boxtnowoge al wscval abode bas : 
acho heen, ait) te entered seeawbeeus waked Soallen Basa ieat embanas amie io, - 
oofinwd hosnupsipeih bie besineyioa oi efoisteth | do: .woieatey JxeT int 
linfriugrya Iodeslloorores ha Jo spiky ni lope. ods vai ofal hebtyih et — 
rel adotinnM ali J hgabrivqnn bag sirable aerosol 
7 pre 7 i i , ; J ve ee 
“eo. inekolvihl lt’ Ww oailte| all. WY. Yarswrti: 


ot \ oan 
wititero silt to amelfongl alt 1970 slat of O88 si boddaildn tee deck 


sig to wdtivent « ut “nolesinto) fougtaker 
\ i 7 
vé 


; as , J 
ag Oe et _ 
i. 
pod Oe at 9 


FINANCIAL PRoBLEMS oF MUNICIPALITIES AND ScHOOL DISTRICTS 


Executive Council and the head of the Department of Municipal Affairs. His 
staff consists of a deputy minister, provincial municipal auditor, chief clerk, 
and two stenographers. 


Statistucs.—From 1905 to 1930 municipal statistics were compiled from 
returns made to the Municipal Commissioner by the treasurers of the muni- 
cipalities. To obtain uniformity and greater accuracy the statistics have since 
1931 been compiled by the municipal auditor in conjunction with the municipal 
treasurer after the completion of the annual audit. Statistics are compiled in 
this manner for rural municipalities, suburbans, villages, and towns, but are 
not available for cities, as the latter are not audited by municipal auditors. 
There have been some variations in the method of compilation between 1931 
and 1936, and any information included herein respecting cities is based on 
information furnished by them. 


Manitoba Tax Commission.—In 1920 the Manitoba Tax Commission was 
established, mainly as the result of the recommendations of the Assessment 
and Taxation Commission, which reported in December, 1919. 


The main functions of the Manitoba Tax Commission are to generally 
supervise the local municipal assessors and the administration of the assess- 
ment laws of the province, to make and revise the equalized assessment which 
forms the basis for the levying of the Municipal Commissioner’s Levy, and, 
under the Minister of Education, to supervise the assessing and levying of 
taxes in school districts in unorganized and disorganized territory. 


Municipal and Public Utility Board.—In 1926 the Municipal and Public 
Utility Board was created. Along with jurisdiction over public utilities, 
it has special powers respecting the financial affairs of local authorities, i.e., 
municipalities and school districts. It approves of all capital borrowings 
except for the city of Winnipeg. It is also empowered, when requested, to make 
special investigations into the financial affairs of any municipality or school 
district, except the city of Winnipeg and the Winnipeg school district. Subject 
to the approval of the Lieutenant-Governor-in-Council, it may appoint super- 
visors of local authorities, and upon certain conditions may recommend the 
adjustment of their indebtedness. A supervisor, when appointed, controls the 
annual estimates and expenditures of the local authority. There exists an appeal 
from the supervisor to the Board. The Board also has some general powers 
in connection with the approval of plans of sub-divisions, the cancellation of 
existing plans, the compromise of arrears of taxes and the variation or can- 
cellation of building restriction caveats. 


Land Drainage Maintenance Boards.—From 1896 until 1929 land drainage 
districts were established in the province of Manitoba for the purpose of 
constructing drainage works. Debentures covering the cost were issued by 
the provincial government and were secured by drainage levies which were 
a first charge against the land in the drainage districts. The treasurer of the 
municipality was appointed an officer of the province for the purpose of levying 
and collecting drainage levies and accounting to the government for the 
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FINANCIAL PrRospuEMS OF MUNICIPALITIES AND SCHOOL DISTRICTS 


proceeds of these levies. Originally, the municipality was not liable for the 
debentures but was responsible for maintaining the drainage works. 


In 1935 the legislature passed the Land Drainage Arrangement Act, 
which provided for the appointment of a Commission to: (1) ascertain and 
determine in each municipality the amount of drainage debenture debt for 
which land, subject to levies under the Land Drainage Act, was liable: 
(2) ascertain and determine the amount standing to the credit of such land in 
the drainage sinking funds and interest accounts; (3) inquire and report as 
to the ability of land to bear the levies imposed; and (4) confer with the 
municipalities in drainage districts for the assumption by the municipality 
of the drainage debenture debt outstanding, and recommend the terms and 
conditions of such assumption of debt. 


The Commission found that as at the 30th day of April, 1935, the land in 
the various drainage districts was liable for a net debt of $3,963,121.97 and 
recommended that the province assume $1,782,897.19 of this debt, that the 
municipalities assume $2,180,224.78, and that the province refund to certain 
individual municipalities an amount totalling $50,853.97. These recommenda- 
tions, with minor alterations, were approved by orders-in-council. 


The Commission also reeommended, and there have since been established, 
drainage district maintenance boards whose duty is to obtain and admin- 
ister the funds to maintain the drainage works. The province has agreed to 
make an annual contribution to these maintenance funds; the balance is to 
be obtained through annual levies made by the municipalities on the lands 
in the maintenance districts. 


Practically all these adjustments, including the assumption by the 
municipalities of their portion of the debt, were carried out during the year 
1936. As part of the settlement there was turned over to the municipalities 
as municipal assets approximately $1,000,000 of arrears of drainage levies, 
and the municipalities have given to the Provincial Treasurer municipal 
debentures representing the proportion of the debt they assumed. The original 
debentures issued by the province still remain outstanding in the hands of 
the public, and the municipal drainage debentures held by the Provincial 
Treasurer will be applied against payments made by the province in liquidat- 
ing the outstanding debt. 


Municipal Commissioner Levies.—When the office of the Municipal 
Commissioner was established in 1886 he took over the assets and assumed 
the liabilities of all the existing judicial district boards. The assets consisted 
of judicial buildings, the liabilities were the debentures issued when the 
buildings were constructed. 


Originally, under the Municipal Commissioner’s Act, the Municipal 
Commissioner was authorized to levy on the municipalities within the judicial 
districts in the province, on the basis of an equalized assessment, the sums 
required to pay the interest and sinking funds for the retirement of the judicial 
district debentures and the expenses of the counties. These levies were first 
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FINANCIAL PRoBLEMS oF MUNICIPALITIES AND ScHOOL DistTRICTS 


made in the year 1889. As the demand for services of a special nature arose, 
and money had to be provided therefor, the Municipal Commissioner from 
time to time was required by statute to make additional levies to provide for 
these services. The more important of these and the periods of imposition 
were as follows: 

Provincial Board of Health, 1893 to 1925, both inclusive 

Manitoba Sanatorium for Tuberculosis, 1914 and still continuing 

Patriotic Fund, 1916 to 1919, both inclusive 

Mothers’ Allowance, or Child Welfare, 1916 to 1925, both inclusive 

Supplementary Revenue, 1918 to 1929, both inclusive 

Soldiers’ Taxation Relief, 1924 and still continuing, except for years 1931 and 1932 

Old-Age Pensions, 1928 and still continuing 

Good Roads, 1928 and still continuing against certain municipalities 

Public Health Act, 1929 to 1930 

Cancer Research, 1936 and still continuing 


Good roads levies are made against certain municipalities to pay their 
respective shares of the cost of construction of highways through these munici- 
palities. The municipality’s share of the expenditure for these highways was 
financed by the government, and amortized levies over a period of years 
were set up to discharge the debt. Municipal debentures have not been issued 
for this debt, and it shows as a deferred liability in the statistics furnished by 
the department. 


In addition to the levies made against organized municipalities, Municipal 
Commissioner’s levies are made also against the unincorporated town of 
Pine Falls and against school districts in unorganized territory. These levies 
are in addition to the levies made by school districts in unorganized territory 
for the support of schools. Levies in unorganized territory are made through 
the medium of the Manitoba Tax Commission. 


At present Municipal Commissioner’s levies include the Old-Age Pension 
Levy, Soldiers’ Taxation Relief Levy, District Levy, County Levy, Cancer 
Research Levy, Good Roads Levy, and Manitoba Sanatorium Levy. These 
levies are made against all municipalities, except the Good Roads Levy and the 
Sanatorium Levy. The former has already been explained and the latter is 
not made against cities. Each municipality, except the cities, is also charged 
with the cost of the bonding of its respective municipal treasurer, which is 
arranged through the Municipal Commissioner. In unorganized territory, 
besides the above general levies, a two-mill levy is made for hospitalization, 
and in certain areas levies are made for nursing stations. 


RELATION BETWEEN PROVINCIAL AND LocaL GOVERNMENT FINANCE 


From this brief summary of the administrative system of local government 
in Manitoba it is evident that the financial affairs of the municipalities and 
school districts are related to those of the province. It is now proposed briefly 
to summarize these relationships so that the connection between provincial 
and local government finance will be more evident. 
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FInAaNncIAL PRoBLEMS OF MUNICIPALITIES AND SCHOOL DistRIcTs 


The federal and provincial governments annually contribute towards the 
cost of unemployment relief and relief works. The province has loaned money 
to certain municipalities for their share of relief and relief works, and in turn 
has, for the most part, borrowed this money from the Dominion. 


_ The Municipal Commissioner annually makes levies on the municipalities 
in organized territory and school districts in unorganized and disorganized 
territory for the purposes explained above. 


The province has financed the cost of certain projects for the benefit of 
municipalities, in some cases issuing provincial debentures and in other cases 
guaranteeing debentures issued by the municipalities. Under this head there 
are four classifications: 


1. Judicial district debentures were issued partly by the province and 
partly by the judicial districts before they were taken over by the Municipal 
Commissioner. In each case the interest and sinking fund requirements are 
levied through the Municipal Commissioner’s Levy. 


2. The municipal share of certain highway costs was financed by the 
province and is recouped through annual levies made by the Municipal 
Commissioner. 


3. The cost of construction of drainage works in land drainage districts 
was financed by the province, the province issuing the debentures against 
which it now holds municipal debentures for the adjusted portion assumed 
by the municipalities. 


4. The province has guaranteed municipal good road debentures, which 
represent a share of the cost of construction of roads under the Good Roads 
Act, and debentures for the cost of municipal telephone systems. 


Under the Housing Act the province borrowed money from the Dominion 
government and the public. This money was loaned to the municipalities and 
the province took municipal debentures as security for the repayment of 
these loans. 


Under the Treasury Act the province has guaranteed repayment of 
certain moneys borrowed by municipalities and school districts for current 
purposes and the repayment of moneys borrowed by the municipality for the 
purpose of furnishing seed grain and fodder to farmers. 


Annually the province appropriates certain moneys in its budget for 
these purposes: (1) contributing towards the cost of roads and drainage works 
undertaken by municipalities, and constructing certain roads and drainage 
works in unorganized territory; (2) contributing to the maintenance funds 
established by municipalities in drainage maintenance districts under the 
Land Drainage Arrangement Act, 1935; (3) providing for salaries, supplies, 
and expenses of judicial district buildings; (4) making grants to school districts. 
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FINANCIAL PRoBiLeMS OF MUNICIPALITIES AND ScHOoL DIstRICTS 


From this brief summary it will appear that the financial affairs of the 
province and the local governing units, in certain respects, are closely related. 


Loca GOVERNMENT FINANCIAL ADMINISTRATION 


It may be well to briefly outline some of the main features of municipal 
financial administration. Some of the following remarks do not apply to cities, 
operating under special charters. Generally speaking, municipal revenues are 
obtained from levies on land, personal property, business tax, poll tax, and 
licenses. Undoubtedly, the main source of revenue is the levy on land. 


Assessments for the purpose of levying taxation are made by local 
assessors appointed by the municipal council. Land apart from buildings is 
assessed at its value. Buildings are assessed at two-thirds of their value. 
Buildings on land improved for grain-growing, stock-raising, or market 
gardening, and comprising certain acreages, are assessed but are not taxable. 
Valuations made by the local assessors are subject to appeal, first to the 
municipal council sitting as a court of revision, and then to a county court 
judge or the Manitoba Tax Commission. 


Annually, before the last day of February, the municipality is required 
to make up its budget, and subsequently to levy rates to raise the sums 
required by the estimates. Rates may apply generally over the whole 
municipality, or only to special areas designated in the by-laws, and are 
based on assessments, or in the case of local improvements on frontage. 
Every municipality has power, within the statutory limitation of rates 
and with the approval of the Municipal and Public Utility Board, to 
pass a by-law requiring the levying of a special rate annually for a period 
not exceeding six years, and to collect over and above the current require- 
ments of the municipality an amount not exceeding in any year ten 
per cent of such requirements, or to set aside moneys of the municipality not 
presently required, for the purpose of creating a reserve fund for current or 
capital expenditures, for local improvement purposes, or for the purpose of 
purchasing outstanding debentures of the municipality. 


The Municipal Act provides that the annual rate to be levied by the 
municipality for general purposes in any year shall not exceed in the case of 
a rural municipality or a municipal district more than three cents on the 
dollar, and in the case of a city, town, or village more than two cents on the 
dollar, of assessed value of the whole rateable property within the corporation, 
according to the last revised assessment roll. This is exclusive of school, 
Municipal Commissioner, and local improvement rates, also any rate imposed 
to pay principal and interest on an issue of debentures to pay off or retire 
debentures of the corporation, or to fund an operating deficit or current or 
past due liabilities, or to assume debt under the Land Drainage Arrangement 
Act, 1935. 
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FINANCIAL PropueMs oF MUNICIPALITIES AND ScHoou DIstTRICTS 


The Municipal Act also provides that the aggregate debenture debt of 
cities, towns, villages, and suburban municipalities, respectively, shall not 
exceed the following amounts: 


1. In municipalities having a population of not less than ten thousand 
the aggregate debenture debt, exclusive only of sinking funds actually on hand, 
shall not exceed the sum of two hundred dollars per head of the population 
of such municipality. 


2. In municipalities having a population of not less than two thousand 
and not exceeding ten thousand the aggregate debenture debt, exclusive only 
of sinking funds actually on hand, shall not exceed the sum of one hundred 
and fifty dollars per head of the population of such municipality. 


3. In municipalities having a population not exceeding two thousand 
the aggregate debenture debt, exclusive only of sinking funds actually on 
hand, shall not exceed the sum of one hundred dollars per head of the popula- 
tion of such municipality. 


However, the Municipal Board may authorize a municipality to incur a 
debt or debts which will increase the aggregate debenture debt of such muni- 
cipality to an amount exceeding the limitations mentioned. The aggregate 
debenture debt of a municipal district shall not exceed the amount provided 
in its Letters Patent and, in default of any such provision, the amount 
prescribed by the Municipal Board. 


A municipality, except it is disorganized, cannot be forced into liquidation 
like a mercantile corporation. If a writ of execution is issued against a muni- 
cipal corporation, it may be endorsed with a direction to the sheriff to levy 
the amount thereof by rate against assessable property, which rate shall not 
exceed in any one year ten mills on the dollar. No judgment creditor of a 
municipal corporation can have any lien or charge on any lands of the 
corporation, by reason of the registration of a certificate of judgment in any 
registry office or land titles office. 


MATERIAL AVAILABLE FOR COMMISSION 


To enable the Commission to ascertain the present financial position of 
the municipalities in Manitoba, there will be filed with the Commission, if it 
so desires, the following material: 


1. A map showing the municipalities of the province. 
2. Statistical information respecting the municipalities of the province 


for the year ending December 31, 1936, and, if available, for any other year 
which may be required. 


3. Comparative summarized statistics for the municipalities in Manitoba, 
excepting cities, for the years 1930 to 1936. 


4, Individual statistical reports for each municipality, excepting cities, 
for the year ending December 31, 1936. 
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FinanctiaAL PROBLEMS OF MUNICIPALITIES AND ScHOOL DisTRICTS 


5. Consolidated statistical report for 1936 for (1) all municipalities, except 
cities, (2) rural municipalities, (3) villages, (4) towns, and (5) suburban muni- 
cipalities, showing, inter alia, consolidated statement of revenues and expenses, 
receipts and disbursements for each group. 


The Department of the Municipal Commissioner has in varying forms 
statistics covering assessment, tax levies, and debenture debt commencing 
with the year 1905, tax arrears commencing with 1922, and, except for cities, 
tax collections from all sources commencing with 1930. For some of the years 
there is only one copy of these statistics available, but the Department, upon 
request, will furnish the Commission with any information it has available. 


There has been prepared and included as Appendix A to this brief a 
statement covering the years 1905 to 1936, showing the population, assess- 
ments, tax levies, tax arrears, and debenture debt of municipalities and 
school districts. The figures may not be entirely accurate, but they are sufficient 
for a general survey. In 1936 Manitoba municipalities had a population of 
648,048, a total municipal assessment of $477,221,364.00, and a live municipal 
assessment of $448,248,833.00. The municipal, judicial district, and school 
district capital debt was $114,010,180.85 with sinking funds having a book 
value of $43,785,454.54, leaving a net capital debt of $70,224,726.31. The 
municipal tax levy for the year 1936 was $18,054,688.30 and the total municipal 
tax arrears amounted to $35,321,132.86. 


GENERAL SUBMISSIONS ON MuniciPpaL FINANCE 


Having surveyed the administrative system of local government in 
Manitoba and indicated generally the relations between municipal and pro- 
vincial finance, it is now the intention of this report to refer to certain specific 
matters for the purpose of emphasizing some aspects of the general financial 
problems of municipalities. 


Assessments.—Table 1 provides a break-down of the municipal assessment 
figures for 1936. It shows conclusively that the main source of municipal 
revenue is the levy on land. Upon referring to Appendix A, included at the 
end of this memorandum, it will be seen that municipal assessments increased 
until 1922, when the population was 573,289 and the assessments were 
$681,203,084, and that they have steadily declined since. In 1936 the population 
was 648,048 and the assessments had fallen to $477,221,364. During the same 
period the equalized assessment made by the Tax Commission, which includes 
the value of farm buildings, had fallen from $764,784,000 to $458,390,000. 


Municipal Tax Levies.—For a population of 283,059 in 1905 the total 
municipal tax levy was $3,441,961.78, which amounted to a per capita levy 
of $12.16; while in 1922, the year in which municipal assessments were the 
highest, the population was 573,289 and the municipal tax levy was 
$22,163,682.00, a per capita levy of $38.66. In 1936 levies were lower, even 
after the assumption by certain municipalities of the drainage debt, and 
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TABLE 1.—BrEAKDOWN OF MuniciPaAL ASSESSMENT FiGcuRES IN MANITOBA FOR THE YEAR 1936 


Exemptions, 
including Assessed 
Lands Value Tax 
Gross Acquired Certificates 
Type of © Assessment through Real Personal Business Total Held by Net Live 

Municipality Value Tax Sale Estate Property Tax Assessment Municipality Assessment 
Rurals....... $271,271,984 $ 70,579,298 $197,803,343 $2,796,615 $ 92,728 $200,692,686 $17,840,557 $182,852,129 
Suburbans.. 23,237,480 8,024,815 14,568,390 G44 275s pak ok ee 15,212,665 1,168,085 14,044,580 
Villages .... 6,534,843 1,312,170 4,531,348 587,735 103,590 5,222,673 163,400 5,543,418 
Towns..... 39,724,198 15,168,492 22,622,230 1,270,760 662,716 24,555,706 1,845,585 22,710,121 
@ Total .... 340,768,505 95,084,775 239,525,311 5,299,385 859,034 245,683,730 21,017,627 225,150,248 
Cities? .... 296,072,385 64,534,751 221,877,647 29,690 9,630,297 231,537,634 8,439,149 223,098,485 


Total. . . .$636,840,890 $159,619,526 $461,402,958 $5,329,075 $10,489,331 $477,221,364 $29,456,776 $448,248,833 


* Figures for cities are subject to revision as department does not audit cities. 
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FINANCIAL PROBLEMS OF MUNICIPALITIES AND ScHoo.u Districts 


stood at $18,054,688.30 for a municipal population, according to the Dominion 
census, of 648,048 — a per capita levy of $27.86. While municipal assessments 
were 2.87 per cent lower in 1936 than they were in 1913, municipal tax levies 
in the same period had nearly doubled. 


Municipal Tax Arrears.—Statistics for tax arrears are only available 
from the year 1922. It should be pointed out that the valuation of tax titles 
includes all taxes imposed until title is obtained. In 1922 there was $17,469,- 
509.02 of tax arrears, tax sale certificates, titles, and agreements for sale, an 
amount substantially less than the total levy for that year, which was 
$22,163,682.00. In 1936 the total tax arrears, certificates, titles, and agreements 
amounted to $35,321,132.86, which included approximately $1,000,000 of 
drainage tax arrears transferred to the municipalities in drainage districts, 
making the total of arrears almost double the 1936 municipal levy, which 
was $18,054,688.30. 


Capital Debts.—The figures given in Appendix A, included in this brief, 
for the years before 1933 show only the municipal and school debenture debt. 
Besides these debenture debts there are certain deferred capital debts for which 
municipalities are liable and charges against land. For the purpose of showing 
the total capital debt chargeable against land, the book value of the sinking 
funds, and the distribution of the debt among the various groups of municipal- 
ities, Table 2 gives data for the years 1922 and 1936 on unmatured municipal 
debentures and deferred liabilities, unmatured drainage and judicial district 
debentures, and public school debentures unmatured and unpaid. 


TaBLe 2.—UNMATURED MounicipaAL DEBENTURES AND DererRRED LiasBitities, UNMATURED DRAINAGE 
AND Jupic1aL District DEBENTURES, AND Pusiic ScHooL DEBENTURES UNMATURED AND UNPAID, 
1922 anv 1936 


Municipality Class 1922 4 1936 
CAPITAL DEBT 
Rurals, Villages, Towns, Suburbans.................. $14,631,855.00 $ 17,743,329. 41 
Drainage Districts. v8 aoe ae aot ache ae eee ee A, 666,135: 1669)) iin: esccn oe oe ¢ 
Gities ti: een rere ele ee re ae cee cael caer eee tt scr ke 59,595,926.15 79,580,893. 99 
Judiciali Districts Of ea Ae ee eke la ote en aes 2,224,179. 99 1,795,880. 08 
RubliciSchoolsDistrictseomeer eer oe ares 13,499,556.47 14,890,077.37 
PT OLA pee eri ie ek inna Se aan Glo puna $94,617,653 .27 $114,010,180. 85 
SINKING FUNDS (Boox Vauusr) 
Rurals, Villages, Towns, Suburbans.................. $ 811,922.12 § 842,910.25 
Drainage; Districts:? feagan- Saari oie eran ee es ee TRA 245987GoSm Whentieconeenic ne 
(OST AT Et 5 Ulead OU AME eatin = Nets alte 9 ee Nas Va eee 17,636,956. 76 37,526,531. 20 
Judicial Districts? ....... hve eaten, Ried Bs SNe a ties Sia CS 510,736.96 442,986.67 
Buble:schook Districts 2 ences ee. oe eae eee one 1,170,502 .89 4,973,026. 42 
Total, 2 a ee hee ee Ce eres $21,555,106. 26 $ 43,785,454. 54 
INGE Det erat eee or oe as ee I EF ee eran: $73,062,547. 01 $ 70,224,726. 31 


a 1922 figures do not include deferred liabilities. 

b 1922 figures for drainage and judicial districts are as at August 31 next; in 1936 as at 
April 30 next. School figures as at July 10. 

c In 1936 the rural municipalities assumed adjusted drainage debt. 
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FINANCIAL PROBLEMS OF MUNICIPALITIES AND SCHOOL DistTRIcTS 


Figures for 1936 show the elimination of the drainage debt as a separate 
charge against land, and the increase in the debenture debt of rural muni- 
cipalities due to their assumption of the adjusted drainage debt. The deferred 
liabilities consist mainly of the municipal share of the cost of highways financed 
by the Province. The annual levies to retire this deferred debt and to pay the 
interest and sinking funds on judicial district debt are made by the Municipal 
Commissioner. Levies for the retirement of public school debt are included in 
the special school levies of school districts in rural municipalities and in the 
school district requirements of urban school districts. 


Municipal Defaults.—In addition to unmatured capital obligations, there 
was $3,638,234.99 owing and unpaid as at December 31, 1936, being capital 
debt and deferred liabilities which had matured and were in default as follows: 


DEBENTURES 2 


Piubalsta nt overs. hole tod eS ce eke ee ea eae $ 467,391.56 
Millaices wits asst. 8 rte AS Be ae Unrest 19 13,066.61 
COMMIS Higher core acne tilts Ley MBI oy eR ans ou Metre ans fe 256,556. 22 
Suburbans et. eae ns eee hae ee ee 1,890,404. 71 
SEX BonitacéQa®, ace e038 do REAP e ate hoe $15,937.48 
DEFERRED LIABILITIES 

EPA Se te el MeN Va ore ee eee ep er aed eet © 192,343.54 
Villages i yrae tty to See... sabi eats Geek ee 338.86 
EB OWS vena ieee ee se, Pa Re ee ae eA ies a8 2,196.01 

Potal sees eA he ABS SEO ears $3,638,234. 99 


a School district defaults are included in amount of outstanding 
debenture debt. 


b Brandon defaulted in 1937. 


Summary.—It is admitted that the income of taxpayers has been 
materially reduced during recent years, but it is evident that even pre- 
vious to 1930 decreasing municipal assessments, increasing tax arrears, 
increase of lands acquired by municipalities through tax delinquency, muni- 
cipal defaults, and the reductions made in controllable expenditures amply 
justify the statement that necessary municipal responsibilities have placed 
an undue burden on land, the main source of municipal revenues. 


ProvinctaL Arp To LocaL GOVERNMENT UNITS 


The government of the province of Manitoba has realized the increasing 
financial difficulties of local government units, faced as they were with falling 
revenues and increased demands for services. To the extent of its ability, 
bearing in mind its own decreasing revenues and its added responsibilities, 
the province has materially lightened the financial burdens of municipalities 
or relieved charges on land, the main source of revenue for the municipalities. 


Reduction of Municipal Commissioner’s Levies.—Appendix B attached to 
this brief shows the reductions made by the province in the Municipal Com- 
missioner’s Levy. This levy on land has varied from time to time, because as 
demands for services of a special nature arose, the Municipal Commissioner 
was required by statute to make levies to provide the funds for these services. 
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FINnaANcIAL PROBLEMS OF MUNICIPALITIES AND SCHOOL DISTRICTS 


Generally these levies have been made against all municipalities, but the 
Manitoba Sanatorium Levy does not apply to cities and the Good Roads 
Levy applies only to certain municipalities. A summary of the purposes of 
various levies follows: 


The Provincial Board of Health Levy, 1893 to 1925, and the Public 
Health Act Levy, 1929 and 1930, were to provide funds for public health 
purposes. 


The Manitoba Patriotic Levy, 1916 to 1919, was to provide funds for 
patriotic and other philanthropic purposes. 


The Soldiers’ Taxation Relief Levy, 1924 to 1930 and 1933 et seq., was to 
reimburse municipalities for the exemption or partial exemption from muni- 
cipal taxation of the homes of soldiers and soldiers’ widows or dependents. The 
benefits provided by the act were restricted in 1933. 


The Manitoba Sanatorium Levy, 1914 ef seq., is a contribution by muni- 
cipalities other than cities to the support of a sanatorium for tuberculosis in 
lieu of liability for indigent patients resident in the municipality. The cities 
preferred to pay for their indigent patients at a per diem rate. 


The Mothers’ Allowance or Child Welfare Levy, 1916 to 1930, was to 
recoup, or partially recoup, the province for expenditures in maintaining, or 
partially maintaining, bereaved and dependent children. 


The Old-Age Pensions Levy, 1928 et seq., is to provide the funds for the 
contribution of the municipalities for old-age pensions. 


The Cancer Research Levy, 1936 et seq., is to provide funds for a grant 
from the municipalities to the Cancer Research and Relief Institute. 


The Supplementary Revenue Levy, 1918 to 1929, was to raise funds to 
supplement the revenues of the province. 


The Good Roads Levy, 1928 et seg., which is made only against certain 
municipalities, is for the purpose of repaying moneys advanced to these 
municipalities by the province to defray the municipality’s share of the cost 
of highways constructed under the Good Roads Act. 


The Municipal Commissioner’s Levy has been reduced at various times 
by eliminating therefrom the important levies shown in Table 3. 


TABLE 3.—ELIMINATIONS FROM MunNIcIPAL COMMISSIONER’S LEVIES 


Year Total Period Greatest Annual 
Year Elimi- Amount of Years Levy 
Levy Imposed nated Imposed Imposed Amount Year 
Provincial Board of Health............. 1893 1926 $ 952,623.89 33 $ 123,207.00 1921 
Patriotie Bund pane shee. ck eros es oe eee 1916 1920 3,895,962. 27 4 1,447,544.00 1917 
Mothers’ Allowance and Child Welfare... 1916 1931 2,780,845 . 94 15 375,000.00 1929 
Supplementary Revenue............... 1918 1930 13,087,033. 82 12 1,529,548.00 1922 
Bublic HealthvA cise. Vee ens ceis: ohne 1929 1931 330,440.00 2 190,440.00 1929 
Total. ..... $21,046,905. 92 
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FINANCIAL PRoBLEMS oF MUNICIPALITIES AND ScHOoL DistRICTS 


In addition to these eliminations of entire levies the Old-Age Pensions 
Levy was reduced in 1930, when the Dominion government increased its 
contribution to old-age pensions. The Soldiers’ Taxation Relief Levy was 
eliminated in 1931 and 1932, and when re-imposed in 1933 it was substantially 
reduced, falling from a levy of $150,000.00 in 1930 to a levy of $17,500.00 in 
1936. 


The gradual increase and subsequent reduction of the Municipal Com- 
missioner’s Levy over a period of years are shown in the following tabulation: 


Year Amount Year Amount 
OTS tees nes cher tee ae $ 86,550.58 NOD OUR er a ee $1,724,757. 25 
OR tes oe ate oe 214,783.54 OO re 3 ee Ree RO nee 1,306,256. 25 
ie oheten Sb we cd RA i dae 1,754,988. 57 LOCO ees ae cee oe el LOMOGE 20 
UR te Geen cea erence teal 1,737,313.75 LOST. ee eee ee 513,122.99 
OD Teck Motte eat ie ect ote 2,211,734.33 LOGS. ae te Coos ee 589,585.87 
ER ike oat ces OI ee 1,990,129.00 LOS Dee oats Acree mente 618,977.70 


It should be pointed out that to the extent the services, for which these elim- 
inated levies were imposed, have been continued or increased, the province has 
had to find the necessary revenue by increasing taxation or reducing con- 
trollable expenditures. 


Appendix C attached to this report shows particulars of Municipal 
Commissioner’s levies against municipalities and unorganized territory from 
1889 to 1937. 


Repeal of Unoccupied Land Tax.—The Unoccupied Land Tax was first 
imposed in 1918 for the purpose of supplementing the revenues of the province 
and was repealed as a source of provincial revenue in 1931. It was further 
provided in 1936 that upon a municipality paying over all moneys collected 
prior to April 20, 1931, the Municipal Commissioner might release and dis- 
charge the municipality from liability to account for or pay over moneys 
thereafter collected from said levies. Between 1918 and 1932 the province 
received the following amounts from the Unoccupied Land Tax: 


Year Amount Year Amount 
LOLS Eee area ea see $137,500.00 1926 $ 45,126.23 
1919 85,330. 28 1927 32,236.42 
1920 114,635.75 1A ee Lea re ees aria 29,517.16 
TOLTENS ee FOP ee Sea 91,898.97 POZO rele, N ec ce ener 18,866. 28 
MOOD Os) wt) peaieie eee hl. Bik 2 8 206,779.95 19380 Sess nar ee ees 14,671.35 
TO GSS Pee, Mee ore Aare otaas 211,114.24 OST cerita. ch ree nee ORG 10,826.45 
OQ ARR oe haa ote cr tale 140,375.14 BE) Aa ee eS eet 2,706.60 
9255s A ees ee eae 49, 4b 2 

Totaleee ctr: $1,184,999.94 


a Year ending November 30. — 
b Year ending August 31. 
e Year ending April 30. 


Assumption of Debt Incurred for Soldiers’ Taxation Relief.—In 1931 the 
province assumed the indebtedness represented by the debentures and securi- 
ties of the province outstanding in respect of sums raised by it for the purpose 
of the Soldiers’ Taxation Relief Act, and which had not been levied upon the 
municipalities, to the amount of $1,193,763 .38. 
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FINANCIAL PROBLEMS OF MUNICIPALITIES AND SCHOOL DISTRICTS 


Assumption of Debt of Land Drainage Districts.—In 1936 the province 
assumed a capital debt of $1,782,897.19, as at the 30th of April, 1935, which 
was a first charge against land situate in land drainage districts. At the same 
time the province transferred to the rural municipalities within drainage dis- 
tricts approximately $1,000,000 of drainage tax arrears which previously 
were assets of the province. 


Assumption of Relief Debt of Drought Area.—In February, 1937, the 
province wrote down the debt of thirteen municipalities in the drought area 
in the principal amount of $1,142.415,00. This debt was incurred by these 
municipalities for seed grain, fodder, and the municipal share of relief 
works and unemployment relief. 


Annual Grants for Schools and Relief.—In 1937 the province reduced the 
general statutory school levy on land by 10 per cent and increased grants to 
schools by a like amount. In the year 1935-1936 the provincial grants to 
school districts totalled $988,434.30, the provincial aid to municipalities and 
unorganized territory for relief for the year ending March 31, 1937, totalled 
$1,763,458.61. 


Provincial Financing of Municipalities and School Districts —At December 
31, 1936, for seed grain, relief, housing loans, arrears of Municipal Com- 
missioner’s levies, defaulted guaranteed municipal debentures paid by the 
province, and for other municipal securities in default and held by the prov- 
ince, the municipalities owed the province the sum of $3,226,759.59. At the 
same date there were unmatured liabilities and contingent guarantees outstand- 
ing amounting to $10,834,110.49. 


FINANCIAL PROBLEMS OF SPEcIFIC GRoupPs oF LocaL GOVERNMENT UNITS 


Having referred to matters that generally affect the financial problems of all 
municipalities and to the extent of the financial aid given by the province, it 
is now intended to make brief reference to problems that particularly affect 
specific groups of local governing units. 


The province understands that the city of Winnipeg and some of these 
groups may be submitting separate briefs to the Commission, outlining in 
some detail their specific problems. It is considered advisable, however, for 
the province to submit to the Commission general information as to the specific 
problems of rural municipalities, including sub-marginal and drought areas, 
villages and towns, suburbans, cities, and school districts. It is evident from 
the statistics the province is submitting to the Commission that these 
groups have all been affected by decreasing municipal assessments, increasing 
tax arrears, and the increase in lands acquired through tax delinquency; in 
addition, each group has particular difficulties which have materially increased 


its financial problems. 


RurAL MUNICIPALITIES 


In 1936 the 112 rural municipalities in Manitoba had unmatured capital 
liabilities of $6,667,870.50, with total sinking funds having a book value of 
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FInANCcIAL PRoBLEMS OF MUNICIPALITIES AND ScHoou Districts 


$46,450.18 and a total net immediate cash deficit, that is total current 
liabilities, including matured capital liabilities and sinking fund deficits less 
cash on hand, of $4,818,934.00. Total assessments were reduced from $239,- 
487,250.00 in 1930 to $200,692,686.00 in 1936. Their net live assessment in 
1936 was only $182,759,401.00. The 1936 tax levy amounted to $5,091,418 .01. 
In spite of the reduction in uncontrollable school levies, the percentage of 
uncontrollable expense to total expense in 1936 was 55.71 per cent. Tax 
arrears of rural municipalities amounted to $10,827,767.26. The operating 
loss in 1936 of 38 rural municipalities, amounting to $399,108.28, was 
distributed as follows: 


Drought Area Municipalities (15)............... $254,614. 60 
Sub-Marginal Municipalities (13)................ 97,112.19 
Others (10) Wer. MR ee ee nn eee) 47,381. 49 

Toba ICSE ACs Aes Sey OR AE ON be Sa $399,108. 28 


Between 1930 and 1936 tax levies were reduced by $2,174,932.73 and tax 
arrears had increased by $2,290,014.02, which included approximately $1,000,- 
000 of arrears of drainage levies. 


While rural municipalities have made reductions in expenditures, these 
reductions have been made at the expense of essential services. A comparison 
of the distribution of the total expense of rural municipalities for the years 
1931 and 1936 is as follows: 


Purpose 1931 1986 
EGUCaEIONEL, gucos on Fe ceria A nels nee es oe Recs, ne $2,716,264. 34 $1,797,445. 49 
PublicvWorks occur oe corik et ee ee ee eioe 1,035,635. 87 1,059,645. 42 
Social SeLviCes ere Mi ee NaI. ch ee ee 255,796.74 560,212.78 
AJ Other DURDOSES cso.) ats ui epi eae sei oe ae 1,755,536.18 1,864,948. 59 
PL Gta te He ochre eo ote er stale cinkanmcrn mn $5,763,233 .13 $5,282,252. 28 


A decreasing base of taxation, the accumulation of tax arrears, the sub- 
stantial reduction in expenditures for education, and the increasing cost of 
social services, are the outstanding features of rural municipal finance. In 
some of the municipalities in the sub-marginal areas some adjustments of 
capital debt may be necessary, and the future of the drought area will depend 
principally on moisture conditions. Rural municipalities apart from the sub- 
marginal and drought areas have been able to maintain their position to 
some degree only by the drastic curtailment of services that must ultimately 
be resumed and that will impose an additional burden on future revenues, 
which, it is evident from-past experience, will prove unequal to the need. 
As regards sub-marginal and drought areas, their share of the cost of education 
and social services must be brought more in line with their ability to pay. 


VARIATIONS OF Tax REVENUE PRopDUCING CAPACITY IN THE RURAL 
MUNICIPALITIES 


In order to portray objectively the variations in the ability of rural 
municipalities to provide services, Professor H.C. Grant, from enquiries made 
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FINANCIAL PROBLEMS oF MUNICIPALITIES AND ScHOOL DISTRICTS 


of municipalities, from the statistical information furnished by the Municipal 
Commissioner’s office for 1935, and from the 1936 census, has compiled the 
following data. In these comparisons Professor Grant has not included the 
rural municipalities adjacent to the city of Winnipeg, because these munici- 
palities include large areas of land which are suburban properties and are 
not typical examples of rural municipalities. 


Assessment per Farm Acre.—The total assessment divided by the number 
of farm acres in the municipality yields the following results. The average 
assessment per farm acre for rural municipalities of Manitoba is $13.47. The 
range is from $27.94 to $4.19. There are twenty-seven municipalities in which 
the assessment per farm acre is less than $10.00 and nine municipalities in 
which the assessment per farm acre is over $20.00. 


Assessment per Improved Acre.—The assessment per improved acre is 
more indicative of the ability to pay because it relates the intensity of culti- 
vation to assessments. The average assessment per improved acre is $25.91 
and the range is from $57.90 to $12.66. There are nine municipalities which 
have an assessment per improved acre of under $15.00 and sixteen with an 
assessment over $30.00. 


Total Tax Imposed per Farm Acre.—The average of total taxes imposed 
per farm acre is 32 cents. The range is from 77 cents to 18 cents. There are 
seven municipalities which impose taxes of under 20 cents per farm acre and 
twenty which impose taxes of over 40 cents per farm acre. 


Total Tax Imposed per Improved Acre.—The average total tax imposed 
per improved acre is 73 cents. Taxes range from $3.93 down to 26 cents per 
acre. Forty-eight municipalities impose less than 50 cents and sixteen over 
$1.00 per improved acre. 


Total Municipal Taxes Collected per Farm Acre.—The average under this 
heading is 27 cents per acre, with a range from 75 cents to 8 cents. Twelve 
municipalities collect less than 15 cents per farm acre and nine collect over 
45 cents per farm acre. 


Total Municipal Taxes Collected per Improved Acre.—Taxes collected per 
improved acre average 57 cents. The range is from $2.59 to 11 cents. There are 
twenty-one municipalities which have a tax income of less than 30 cents per 
improved acre and twenty-eight which collect over 60 cents per improved acre. 


Tax Arrears per Farm Acre.—Unpaid taxes average 45 cents per acre for 
the rural municipalities of Manitoba. The highest tax delinquency per farm 
acre is $1.32 and the lowest is 16 cents. There are fourteen municipalities in 
which tax arrears are under 25 cents and thirty-one municipalities in which 
they are over 50 cents per farm acre. 


Tax Arrears per Improved Acre.—The average for the province is $1.05 
and the range from $7.60 to 24 cents. In twenty-eight municipalities tax 
arrears per improved acre are under 50 cents, while in thirty-one munici- 
palities they are over $1.00. 
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FINANCIAL PROBLEMS OF MUNICIPALITIES AND SCHOOL DistRIcTS 


VILLAGES AND Towns 


In 1936 the 53 villages and towns in Manitoba, including the municipal 
district of Flin Flon, had unmatured capital liabilities of $3,050,027 .63, 
with total sinking funds having a book value of $462,885.16 and a 
total net immediate cash deficit, including matured capital liabilities 
and sinking fund deficits, of $469,452.00. Total assessments were reduced 
from $31,123,658.00 in 1930 to $29,778,379.00 in 1936. Their net live 
assessment in 1936 was $27,003,088.00. The 1936 tax levy amounted to 
$1,234,557.71. In spite of the reduction in uncontrollable school levies the 
percentage of uncontrollable expense to total expense was 51.09 per cent. 
Between 1930 and 1936 tax levies were reduced by $63,863.58 and tax arrears 
increased by $627,669.10. The operating loss of 30 towns and villages in 1936 
was $59,401.54. A comparison of the distribution of the total expense for 
towns and villages for the years 1931 and 1936 is as follows: 


Purpose 1931 1936 
Wau Cationacts ae Be eee ee Ec ree $ 519,033.66 $ 443,939.34 
Pupliewworlkss 7h ek ee ee ee Ee eg 226,455.28 160,646. 54 
SocialaServiceseer. castle ie ne Bee ei 84,376.50 153,500.93 
AOL ner purposes pete metres er ie cee ere 630,075.63 592,522.52 
Gta esta aren tn EC eae ee MA ae eee $1,459,941. 07 $1,350,609. 33 


A decreasing tax base, the accumulation of tax arrears, the substantial 
reduction in expenditures for education, the failure to adequately maintain 
public works, and the increasing cost of social services are the more important 
features of the finances of towns and villages. | 


Town or TRANSCONA 


The town of Transcona in 1936 had unmatured capital liabilities of 
$1,069,964.77, with a sinking fund of $394.67 and an immediate cash deficit 
of $164,350.21. Its total assessment in 1930 was $2,049,290.00 and in 1936 
$2,060,890.00. Its net live assessment in 1936 was $1,910,890.00. The 1936 
tax levy amounted to $129,668.15. Between 1930 and 1936 tax levies were 
reduced by $7,477.51 and tax arrears increased by $68,301.58. It is interesting 
to note that in 1936 the total unmatured capital liabilities and immediate cash 
deficit amounted to $1,234,314.98 and the total tax arrears to $1,245,001.64, 
while the total net live assessment was only $1,910,890.00. Transcona has 
defaulted in the payment of capital debt. The observations hereinafter made 
with reference to surburban municipalities apply with equal force to the town 
of Transcona. 


SUBURBANS 


In 1936 the five suburban municipalities had unmatured capital liabilities 
of $8,025,431.28 with total sinking funds having a book value of $333,574.91 
and a total net immediate cash deficit, including matured debentures and 
sinking fund deficits, of $2,382,145.87. Total assessments were reduced 
from $18,391,486.00 in 1930 to $15,212,665.00 in 1936. The net live assessment 
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FINANCIAL ProspLEMS oF MUNICIPALITIES AND Scuoou Districts 


in 1936 was $14,044,580.00. Tax levies for 1936 totalled $1,170,086.92. Applied 
to the live assessment this levy would give a composite rate of 83.31 mills. The 
percentage of uncontrollable expense to total expense was 64.39 per cent. 
Operating loss in 1936 was $119,147.12. Between 1930 and 1936 tax levies 
had been reduced by $91,124.39 and tax arrears had been increased by 
$948,539.07. A comparison of the distribution of the total expense for the years 
1931 and 1936 is as follows: 


Purpose 1981 1936 
Education OE RET eet ee Shonen it ee mags BA $ 385,283.99 $ 365,946.48 
Public IWOOT Sian rt cr eee tk ie dare da en 81,052.27 74,687.11 
SOCASEL VICES: ee sye: te Meets eM at ir ty Ce tec 77,040, 41 267,206.76 
All other DULTDOSCSEeey Ay er acters cis reece ce eer ners nein 996,106.78 883,217.37 
Dot alee a ke RN RO Se 8 eee $1,539,483 .45 $1,591,057. 72 


All the suburbans but one are under financial supervision and all have defaulted 
in the payment of capital debt. 


The outstanding features of the financial situation of the suburban muni- 
cipalities are: (1) the substantial increase in the cost of relief and social ser- 
vices; (2) the heavy capital debt as related to assessment; (3) the high tax 
levy; (4) the percentage of expenditure which is uncontrollable; (5) the decreas- 
ing tax base; (6) the accumulation of tax arrears. 


CITIES 


It has already been explained that the financial statements of the four 
cities in Manitoba are compiled by their respective auditors and conse- 
quently are not uniform in character. Therefore, there is not available to the 
government the same comparative detailed statistics as for the other muni- 
cipalities of the province whose accounts are audited by provincial municipal 
auditors. Any statistics or statements submitted herein on behalf of the cities 
generally or on behalf of the city of Winnipeg are based on information fur- 
nished at various times to the Department of Municipal Affairs and are subject 
to correction if inaccurate in any particular. 


In 1936 the four cities of Manitoba had unmatured capital liabilities 
amounting to $79,580,893.99, with total sinking funds having a book value of 
$37,526,531.20, and a total net immediate cash deficit of $11,863,862.93. Their 
total assessments in 1930 were $274,691,655.00 as against $231,537,634.00 
in 1936. Their total net live assessment in 1936 was $223,098,485.00. Re- 
vised figures show that the total of their tax arrears in 1930 was $12,458,558.72 
as against $17,640,702.81 in 1936. Their total tax levies in 1930 were 
$12,341,577.31 and in 1936, $10,558,625.66. 


Like the other municipalities in Manitoba, the main source of revenue 
for the cities is the tax on land; business tax and licenses make up the balance. 
During recent years the tax base of the cities has been materially decreased 
because of lands reverting to the cities through tax delinquency. 
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FINANCIAL PROBLEMS OF MUNICIPALITIES AND SCHOOL DISTRICTS 


Undoubtedly the greatest single problem for the cities is that of unem- 
ployment relief. In 1936 the expenditure of the cities of Manitoba for this 
purpose was approximately $1,758,000. Except for some relief works, Brandon, 
Portage, and St. Boniface have been attempting to finance unemployment 
relief as a current expenditure. St. Boniface and Brandon have been com- 
pelled to default, and are under financial supervision. Owing to their financial 
difficulties, the cities have been unable to properly maintain their public 
works and serious impairment has resulted. 


City oF WINNIPEG 


The 1936 census gave the city of Winnipeg a population of 215,814 as 
against a total municipal population for the rest of the province of 432,234. 
In other words, one-third of the people living in organized municipalities in 
Manitoba live in the city of Winnipeg. It is considered advisable, therefore, 
to make some brief special references to the financial problems of the city of 
Winnipeg. 


The funded and to be funded debt of the city of Winnipeg as at December 
31, 1936, was $71,651,838.28, against which there was a total sinking fund 
having a book value of $32,817,949.77. Its immediate cash deficit amounted 
to $6,977,357.00. The total assessment for 1930 was $245,528,303.00 and for 
1936, $207,326,865.50. The total tax imposed in 1930 was $10,771,456.31 and 
in 1936, $9,235,524.08. The total tax arrears in 1930 amounted to $8,242,818.89 
and in 1936 to $12,047,393.47. 


Like other municipalities in Manitoba, the main source of revenue of 
the city of Winnipeg is the tax on real estate. This base of taxation has 
been materially reduced during recent years because of numerous success- 
ful appeals for lowered assessments and because of property acquired 
by the city through tax sale proceedings. In 1936 it was estimated that 
over 34 per cent of the area of the city was owned by the city because of 
tax delinquency. It may be pointed out that it is not altogether unimproved 
property that has come into the hands of the city, as it has acquired some eighty 
commercial buildings and over one hundred dwellings. In addition to sale 
for taxes, business blocks and large private dwellings have been torn down to 
escape the annual charge for taxation. There seems no doubt that the burden 
of real estate taxation has hampered the normal development of the city. 


Coming now to the burden of unemployment relief, in 1936 Winnipeg’s 
share of such relief was $1,604,040.21. The city had been unable to provide 
for relief expenditures in its current budget. In 1936 the funded and borrowed 
relief debt of the city was $7,809,170.72. In the 1937 budget there is an item 
for charges on the funded relief debt of $401,082.64. The funding of relief 
expenditures cannot be justified, but it became necessary because there was 
no other alternative. Any substantial increase in taxation will only accelerate 
the operation of the law of diminishing returns. The power of the city to bor- 
row for current purposes has been exhausted, and its bankers have insisted that 
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FINANCIAL PROBLEMS OF MUNICIPALITIES AND ScHoouL DIstTRICTS 


the current overdraft of the city be substantially reduced. In addition, the city 
has been unable to adequately maintain its public works, and substantial 
losses are occurring annually through the deterioration of these assets. 


If the city of Winnipeg is to remain financially solvent its expenditures 
must be reduced through the elimination of the burden of unemployment relief 
and some reduction in the cost of social services. 


ScHoou Districts 


Some incidental reference has already been made to the financial problems 
of school districts in considering finances of municipalities. At June 30, 1936, 
the debenture debt of school districts, including the sums due and unpaid, 
amounted to $14,890,077.37 with sinking funds having a book value of 
$4,973,026.42. The immediate cash deficit of all school districts was $3,377,- 
005.95. Statistics for municipalities other than cities show over $1,000,000 less 
in expenses for education in 1936 than in 1931. Figures furnished by the Depart- 
ment of Education for all school districts show that receipts from local taxation 
in 1936 were over $2,000,000 less than they were in 1931. 


School districts, like municipalities, show a revenue peak in 1922-23. In 
1923 there were 2,106 districts, 3,936 teachers, a school population of 142,369, 
and receipts from local taxation of $8,173,986.21, while in 1936 there were 
2,270 districts, 4,426 teachers, a school population of 142,482, and receipts 
from local taxation of $5,635,473.27 


For the year ending June 30, 1937, it is estimated there were 868 school 
teachers in Manitoba in receipt of a salary under $500 per annum. These repre- 
sent 20 per cent of the total teaching force of the province and 42 per cent 
of the rural teaching staff. School inspectors report rapid deterioration in 
school buildings owing to inability to finance repairs. They also report deficient 
equipment in a large number of schools. At the present time, mainly for 
financial reasons, 237 school districts are being administered by official trustees, 
and these districts have been operated on the average of only 160 days yearly. 


In dealing with the municipal financial situation, it was submitted that 
land, the main source of municipal taxation, could not bear any further burden 
of taxation. As municipal taxation for schools is the main source of school 
district revenue, it is evident that an increase of the school tax on land is not 
a solution. 


If reasonable educational services for the children in the marginal and 
sub-marginal areas of the province are to be provided, if adequate salaries 
are to be paid teachers in rural Manitoba, if a reasonable standard of school 
buildings and equipment is to be maintained, there must be substantial increase 
in the grants-in-aid to education. In addition, if the educational curriculum 
in rural Manitoba is to be extended and adapted to meet the needs of the 
rural children, and provide a programme of practical work comparable to that 
offered to the children in the cities, additional revenues for increased teaching 
staff, equipment, and possibly transportation are urgently needed. 
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FINANCIAL PROBLEMS OF MUNICIPALITIES AND SCHOOL Districts 


GENERAL SUMMARY 


The purpose of this brief submitted to the Commission by the Govern- 
ment on behalf of the municipalities and school districts in Manitoba is: 


1. To outline the administrative system of local government in the 
province and the financial relations between the province, municipalities, and 
school districts. 


2. On the basis of the financial statistics included in or submitted with 
this brief, to draw the attention of the Commission to certain financial prob- 
lems that generally affect all municipalities and school districts, and indicate 
the extent of the financial aid given by the province to local governments. 


3. To briefly analyse the particular financial problems of rural munici- 
palities, towns and villages, suburbans, cities, and school districts. 
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Appenpix C—Parricutars or Municipa, Commissioner Levies, 1889 to 1937 


County Adminis- School Red 
Court and Land Provincial tration Soldiers’ Districts in Pine Falls Cross 
Judicial Registry Titles Board of Debenture Wolf of Municipal Municipal’ Municipal Supplementary Mothers’ Taxation Noxious Child Old-Age New Cancer Good Unorganized and Nursing 
District Office Office Health Purposes Bounty Justice Inspection Guarantee Audit Sanatorium Patriotic Revenue Allowances Relief Weeds Welfare Pensions Health Act Research TOTALS Roads Territory Great Falls Stations 
29,700.80 $15,440.00). ........ $10,101.85. $46,332.16 
24,020.44 2,130.00 $4,252.08 10,074.06 40,476.58 
26,453.63 4,095.00 a 29,303.00 59,851.63 
20,645.68 4,771.84 17,590.48 52,007.48 
81,712.25 4,463.85 & 6,181. 18,068.70 59,375.68 
34,915.51 6,162.89 7,973.60 18,152.63 $1,476.65 67,681.28 
88,442.29 6,089.02 8,613.92 12,104.92 1,985.85 62,236.00 
87,297.22 5,801.17 8,608.88 13,072.82 2,281.87 62,061.96 
99,820.15 8,723.17 4,881.12 10,646.34 7,587.98 71,817.76 
$4,025.14 7,377.92 6,883.55 11,876.53 8,207.96 66,820. 10 
84,085.82 6,794.13 6,822.78 10,335.97 8,994.48 65,933.13 
$4,415.78 6,842. 24 8,685.30 9,805.77 4,969.15 817,870. 81,588. 92 
44,687.93 7,754.97 9,168.49 8,890.68 3,760.83 41,560.45 3 115,278.16 
$5,046.60 11,542.52 10,188.87 8,324.36 4,991.53 $8,633.37 78,071.75 
12,604.85 10,640.20 10,173.17 5,571.93 4,019.26 4,182.23 Be 47,191.64 
18,378.96 10,310.92 10,280.98 2260.82 4,119.47 $1,925.19 52,098.25 
11,092.34 10,419.29 11,145.06 2,146.20 4,069.95 3 43,220.69 
16,488.27 10,359.86 11,865.55 2,034.80 ; 50,289.01 
19,622.85 11,567.56 12,558.77 1,923.40 52,378.89 
20,230.17 12,294.71 11,459.46 812.00 $16,647.08 61,443.42 
20,109.45 13,026.63 4,662.00 5,260.74 58,142.43 
29,063.71 14,424.34 pee enenG.SOGE0G 65,00 
50,989.45 14,648.93 E : moaranan — WLBT 87,06 
46,218.04 14,873.56 13,020. 26 $21.00 5,049.00 80,377.76 
67,849.86 16,168.78 12,219.94 812.00 c Bi 86,550.58 
163,086.90 19,953.20 15,678.11 309.00 : $ 28,559.06 217,584.27 
145,410.89 22,842. 97 15,870.73 294.00 6,456.00 24,409.65 3 : , i 214,783.54 
201,075.25 22,043.64 28,812.20 285.00 Pieeaon: 27,004.14 — $1,085,377.80 (For levies 1,364,598.03 
201,646.30 22,414.34 49,600.05 276.00 6,340.50 27,107.88 1,447,544.00 prior to 1923 TES, 088957) vleceeoes ee oeney 
237,216.05 22,914. 68 47,972.72 267.00 2 52,641.69 —1,022,344.45 § 681,645.28 see note of 2,06$,901.87 -........ $10,011.99 
253,191.70 23,825.81 47,722.15 258.00 52,416.51 $40,606.02 1,019,204.66 explanation)# 1,787,318.75 ......... 12,305.45 
806,397.60 25,226. 26 47,780.68 249.00 83,873.30 .  1,861,783.20 a 1,825,260.02 |... 14,328.27 
437,150.43 25,887.90 123,059.00 240.00 97,259.00 1,528,188.00 Ea ease 2,211,734.38 -..,..... 16,030.68 
418,252.53 25,864.45 123,207, 00 231.00 87,658.13 1,529,548.00 $1,433.00 | 2186,194.11 .....,... 14,182.42 
167,100.00 115,331.00 222,00 79,677.00 1,401,464.00 $226,335.00. Sa ; 1,990,129. 00 10,637.10 
$8,388.67 81,230.75 $59.00 177,420.34 1,391,347.68 220,359.70 § 91,023.01 1,900,129.00 T8098 
43,130.47 66,710.70 204.00 80,040.80 1,825,524.63 100,066.05 100,066.05 : 1,724,757. 25 7,860.0 
Pacagene 3 E 195.00 106,701.00 1,325,524. 63 87,336. 62 $8230,000.00 1,749,767. 26 PLL eee 
50,000.00 186.00 7,468.50 106,999.21 800,681.25 87,600. 00 PEO|OUONOO) MEBs Sarah ees sas. ee 130626025 ==... 18,202.08 $2401.00... 
76,187.00 177.00 - 120,000.00 81,774.74 150,000.00 263,886.00 $300,000.00 en Supe 1,016,301.48 $25,862.30 4 HAW) ena 
sacs 168.00 120,000.00 631,498.00 160,000.00 $75,000.00 630,000.00 $190,440.00. 2,115,065.70 61,632.18 14,516.00 2,448.22 $1,800.00 
eee : 000. vigi +00 $45,000.00 140,000.00 2 1,183,624.17 90,197.77 4,876.25 1,212.80" 1,800.00 
#0780500. Teon00 SR oe a bee Seas 202/500 00 : 513,122.99 84,019.43 5,000.00 934.60 3,500.00 
e722 00 ae ee ‘Bunn 3 "| $07,790.65 |... ores 564,146.83 88,300.87 5,254.06 077.63 3,500.00 
. 121,800.00 145,000.00 24,999.99 267,387.50 Ree : 589,585.87 91,074.46 7,236.13 1,515.41 3,500.00 
2 145,000.00 12,000.00 819,017.50 a G27,s84.22 80,017.07 16,603.00 1,680.80 3,900.00 
(ATT. 000. ae = 618,977.70 95,960.65 18,144. 353 5 
~ 134,477.72 . i ea ence Beis eatagricn .-. $4,500.00 663,947.99 85,175.69 18,144.00 1,867.50 3,500.00 
“ qes'g88. 1 7768.68 2,779. 60 145,000.00 17,600.00 teveresees  989195.00 : 4,600.00 664,117.20 86,175.69 19,792.50 1,623.89 3,500.00 


es : c ee — 
$4,495,540.31 $625,635.08 $4,252.08 $952,623.89 $206,742.64 $65,814.48 $58,937.13 $43,909.10 $41,960.19 $39,938.14 $2,256,826.21  $3,895,962.27 $13,087,033.82 $540,760.75 $902,925.67 $1,433.00 $1,428,886.00 $3,495,494.14 $930,440.22 $9,000.00 $32,$18,008.85 $797,115.21 8236,199.87 818,874.07 $28,100.01 


a Explanation of Mothers’ Allowances: 
6. G 


16,000.00 
1917. 25,000.00 
1918. 50,000.00 
1919. 80,000.00 
1920. 150,189.19 
1921. 260,000. 
1922. 


1916-22 included in District Levy ......... ogacocoenescesneacooon joerc EDEN 
6 Pine Falls only. 
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PART VII 
ANALYSIS OF MANITOBA’S TREASURY PROBLEM* 


Tue INTENDED DesiGn oF THE DoMINION-PROVINCIAL FINANCIAL 
RELATIONSHIPS CREATED BY CONFEDERATION 


The financial negotiations at the Quebec Conference which laid the basis 
for the financial arrangements of the British North America Act were con- 
ducted under the supervision of the Honourable Alexander T. Galt,! Minister 
of Finance for the United Provinces of Upper and Lower Canada. In a speech 
delivered by him at Sherbrooke on November 23, 1864, we find a full and 
clear statement of the ideas which lay behind the financial settlement set out 
in the Quebec Resolution, and particularly as to the basis on which the subsidies 
of the provinces were originally determined. We will shortly quote a portion 
of this address which deals with the financial position of the provinces, in 
order to stress the point that the subsidies payable to the provinces had a 
distinct relation to the limited powers which the provinces were expected to 
exercise, and a distinct relation to the restricted sources of revenue which were 
to be retained by them under the proposed terms of federal constitution. 


Before Confederation the chief revenues of the provinces had been 
customs and excise—indirect taxes. These taxes were to pass to the Dominion 
at Confederation. Moreover, the provinces were to lose not only the customs 
and excise taxes, which they had levied until then, but they were also to lose 
the right to impose any form of indirect taxation and were to be restricted to 
direct taxation within the province in order to the raising of a revenue for 
provincial purposes. It should be noted here, because it will be necessary to 
refer to it again later, that a main reason for taking away from the provinces 
customs and excise and withholding from them indirect taxation was that 
there should be freedom of trade between the provinces of the Dominion. 


With the transfer of customs and excise taxes to the Dominion, the local 
revenues remaining to the provinces were comparatively small. As these revenues 
were too small to support the functions of government which were left with the 
provinces, it was admitted that the Dominion had to help the provinces. It 
was provided that this help was to take three forms: (1) The Dominion was to 
pay interest on the so-called Debt Allowance, which may be described with 
substantial accuracy as follows: At Confederation each of the provinces had 
its own debt incurred mainly for canals, railways, public buildings, ete. 
The revenues which had paid the interest on this debt were largely customs 
duties and excise taxes. The Dominion, of course, took over the customs and 
excise taxes. It took over the assets—the canals, railways, and buildings—and 
it assumed the debt created by capital expenditures on these assets. The per 

*This submission was prepared by the Hon. Stuart Garson, K.C., with assistance on statistical data from 


S. W. Christie and the research and permanent staffs. 
1 Later Sir A. T. Galt. 
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capita debt so assumed in the case of Upper and Lower Canada was $25.00 
per head. A debt allowance was made to the other provinces of $25.00 per 
head. Their debts were less than this allowance. The Dominion agreed to pay 
them interest at 5 per cent per annum on the deficiency or debt allowance so 
calculated; (2) Dominion grants for the support of provincial governments 
and legislatures: (3) Dominion grants on a per capita basis of the population 
of each province. 


In discussing this financial set-up, the Honourable Mr. Galt in his speech 
at Sherbrooke on November 23, 1864, said: 


Locat REVENUES AND EXPENDITURES 


Now it was necessary to provide by some means for maintaining certain local 
expenditures of the various provinces. There were the public works to be kept in 
order, the educational institutions to be maintained, the systems of civil law to be 
administered, and there were a variety of other aes to be attended to, which 
would naturally suggest themselves at once to any one who reflected on the subject. 
For this purpose, it was found necessary to assign them certain local revenues, of 
which the territorial revenues formed the bulk. These local revenues amounted in 
1863, in the Maritime Provinces, to the following sums: 


IN Gases COlI8. 2a ek eae. SiMe ee $107,000 
IN@w rime wick?to + 8 sete eae es 89,000 
Prince Edward Island............. 32,000 
ING WIOUNC alicia cows neuuaee & eee ee 5,000 

Povaley PRE, SVS OI, BOLL 4 J. $233,000 


These were the revenues that would not be transferred to the general govern- 
ment but would be disposed of by the local governments for local purposes. In 
the case of Upper and Lower Canada together—and he preferred taking them 
together since it was for the legislature and not for him to indicate what the several 
liabilities of Upper and Lower Canada respectively were—in the case of Upper 
and Lower Canada unitedly, these local revenues amounted to $1,297,043. Now 
one objection to Confederation was made on the ground of expense, and in order to 
meet this, every effort had been made to reduce the cost of the local governments, 
so that the local machinery should be as little costly as possible, for it would not 
do to affront the intelligence of the people, and tell them we had devised an expensive 
kind of machinery to do a very insignificant amount of work. The gentlemen from 
the Lower Provinces had been asked what reductions they could make in the gov- 
ernment of the several colonies, and the figures he was about to give would be 
most satisfactory as showing the disposition of those gentlemen, who had reduced 
their requirements to the lowest sum. In her estimate of outlay for 1864 for objects 
of local character the province of Nova Scotia had provided for an expenditure of 
no less than $667,000, but had undertaken to perform the same service in future 
under a Confederation for $371,000, or a reduction of 40 per cent. The expenditure 
of New Brunswick in 1864 for the same objects was estimated at $404,000. From 
causes explained at the time and shown to be satisfactory, she proposed to reduce 
the expenditure to $353,000, and at the same time undertook within ten years to 
make a further reduction of $63,000, making a total reduction to $290,000. Prince 
Edward Island would reduce her expenditure from $170,000 to $124,000, and New- 
foundland from $479,000 to $350,000. In regard to Upper and Lower Canada he 
would not undertake to say what reduction would be made; but he could show 
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that under the scheme proposed they would have the means of limiting the present 
outlay which was, taking the average of the last four years, $2,021,979. Besides 
that there would be an additional item brought against them for the interest on the 
excess of their debt over that of the other provinces, making their full local charge 
$2,260,149, which was the present outlay of Canada for works which would not 
become a charge under a Confederation. The outlay of all the provinces being how- 
ever greater than their local revenues it became necessary to make provision out 
of the general fund for the purpose of enabling their local legislatures to carry 
on the machinery of government. It was proposed to take away from them every 
source of revenue they possessed except minor local revenues, and then to give them 
from the public chest a sufficient subsidy to enable the machinery to work. The 
estimate was formed on the wants of Nova Scotia. It was at first proposed to form 
it on the wants of New Brunswick, but these were found greater than those of the 
former, which had consequently been taken as the basis. The estimate was that 80 
cents a head on the population of Nova Scotia would be sufficient to enable her to 
work her local system. She would want $264,000. In the case of Upper Canada, 80 
cents a head was considerably more than she wanted at the present day, and in 
the case of Lower Canada was at least adequate with the present local funds that 
would become available to her. But it was felt that in giving a subsidy from the public 
chest it was impossible to draw a distinction between one part of the country and 
another. But it was not intended to hold out any inducement to future extravagance 
to local governments, but it was hoped that by the operation of natural causes 
such a check would be put upon expenditures as would bring them down to the 
lowest point, or at least prevent them from becoming lavish. Therefore the subsidy 
proposed to be given to local legislatures was fixed, not at an increasing rate accord- 
ing to population, but at the rate which existed at the census of 1861. By this means, 
as the population increased, the subsidy would not increase with it. Upper and 
Lower Canada would thus get within a fraction of two million dollars, and when 
their population increased to five millions instead of two and a half, would get no 
more. If they increased their expenses in proportion to the growth of population 
they would be obliged to resort to direct taxation; and he thought they might trust 
the people themselves to keep a sharp watch over the local governments lest they 
should resort to direct taxation. He thought no surer check could be put upon them 
than thus fixing the grants they were respectively to receive. To put the position of 
the several provinces into one view, taking the basis of 1864, and assuming that 
as the basis of the Confederation, were it to take place today or on the first of 
January next, the several provinces united would possess a revenue of $14,230,000; 
from which they would have to disburse $1,530,043; and would also have to give a 
subsidy to the Provinces of $3,056,849. Therefore, there would remain available 
for the purposes of the Confederation $9,643,108. The expenditure of all these 
provinces amounted, in 1864, to $12,507,591, of which for local outlay there were 
no less than $3,954,212, which would be assumed in consideration of receiving the 
subsidy and local revenues. Thus the expenditure would be reduced as charged upon 
the general revenue to $8,553,379, or $1,100,000 less than the amount that would 
in 1864 be available for the purposes of Confederation. He thought this statement 
was one which would-be received as satisfactory in regard to the proposed co-part- 
nership they were about to enter into. In the present state of affairs we found that 
by uniting all our means, and taking out all wanted for local purposes, there would 
be left for the general government upwards of a million and a quarter dollars, 
over and above our present expenditure. Considering this they might hope that 
in bringing the general administration of the country under one government, there 
would be a certain amount of economy effected, and an additional efficiency im- 
parted to the government. It might be true they would be obliged to incur some 
expenditure in keeping up_ local legislatures, and he was not prepared to deny 
that; but at the same time they might reasonably hope that when there was taken 
from them a large share of the subjects previously legislated upon, and putting 
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under one head what was now done under five or six different heads, an economy 
would be effected: but without making any allowance for what would be achieved 
in this way they would have means to meet all the demands for 1864 and have a 
respectable surplus over. 


Sir A. T. Galt evidently envisaged local government doing what he 
referred to as an “insignificant amount of work,” by an inexpensive kind of 
machinery, supported by Dominion subsidies which would not increase accord- 
ing to the growth of population, but would remain at the rate which existed 
at the census of 1861.* The Fathers of Confederation had in mind certain 
specific, well-known local expenditures for the provinces—“public works to 
be kept in order, the educational institutions to be maintained, the systems of 
civil law to be administered” and “a variety of other claims to be attended 
to, which would naturally suggest themselves at once to anyone who would 
reflect upon the subject.” The only expenditures which it was at that time 
expected that the provinces would be called upon to make were for matters 
which were then well known and within the cognizance of anyone “who 
reflected upon the subject.’ No one at the time of Confederation contemplated 
that there would be thrown upon the provinces and municipalities vast expendi- 
tures, unforeseen and novel. Consequently no provision was made in the 
financial plan for the large expenditures which would be needed therefor. 
While the provinces were given the power of direct taxation, it was intended 
that they would be “obliged” to resort to that power “‘if they increased their 
expenses in proportion to the growth in population.” The whole set-up for local 
government was predicated upon the small amount of local administrative work 
that was to be done by means of simple and inexpensive machinery supported 
by territorial revenues and a fixed subsidy from the Dominion government. 
Apparently it was thought that these two sources of revenue would be adequate 
if the duties with which the local government was charged were discharged 
with simplicity and economy; and that these two revenues would require to 
be supplemented by direct taxation only under unusual circumstances. More- 
over, the idea was that the people would keep a “‘sharp watch”’ over the local 
governments lest they should resort to direct taxation. 


FINANCIAL PLAN OF CONFEDERATION UNSOUND FROM BEGINNING 


The view is held by some eminent authorities that this financial plan 
of Confederation was unsound from the very beginning. 


The Honourable Norman McLeod Rogers, writing under the title of 
““A Crisis in Federal Finance,” in the Canadian Forum in November, 1934, 
stated: 


The fundamental weaknesses in our system of federal and public finance have 
existed since the creation of the Dominion . . . The failure to develop a satisfactory 
scheme of Federal public finance in Canada is due in the main to the erroneous 
assumption which supported the original settlement in 1867 . . . These assumptions 
were carried over, with minor qualifications, into the revised settlement of 1907. 

*The actual provision for subsidy payments differed in certain details from that which Sir A. T. Galt’s lan- 


guage would seem to indicate. See British North America Act, 30 and 31 Vict. cap 3,s.112, 114 to 119 inclu- 
sive. See also Summary of Legislation Relating to Subsidies to Provinces, Department of Finance, 1934. 
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THE Four Errontous ASSUMPTIONS OF FINANCIAL 
PLAN oF CONFEDERATION 


Mr. Rogers goes on to enumerate these erroneous assumptions as follows: 


That increased expenditures by the provinces would arise from expanding 
population rather than from the acceptance of new governmental obligations. 

That any new obligations which the provinces might accept could be supported 
adequately by expanding territorial revenues or by direct taxation. 

_That the ends of Federal justice would be served by a uniform scale of per 
capita payments to all of the provinces of the Dominion. 

That the provinces must be subsidized on the basis of equal per capita pay- 
ments is perhaps the most flagrant error in the system of federal public finance. 


In the Canadian Forum of December, 1934, ‘““One Path of Reform,” 
Mr. Rogers again writes: 


It is not too much to say that the error of these assumptions and _ principles 
under the existing scheme of federal public finances could be exposed conclusively 
by any impartial and scientific investigation. A proper survey of Dominion-pro- 
vincial financial arrangements must now take account of the incidence of tariff 
policy as an integral part of the tax system of the Dominion. It must be recognized, 
in other words, that the unequal effects of the tariff upon the wealth and income of 
the various provinces of the Dominion should be neutralized by direct subsidies 
or developmental expenditures, or in the alternative that differences in a taxable 
capacity of the provinces should be recognized as an essential feature in any scheme 
for the readjustment of the provincial subsidies. 


The correctness of Mr. Rogers’ view that there were fundamental weak- 
nesses in the system of federal and public finances established by the British 
North America Act was indicated by the fact that it became necessary to give 
a series of special grants, which began, in the case of Nova Scotia, in 1869— 
two years after Confederation. These special grants are still continuing— 
the last instance being the interim subsidy increases granted to assist certain 
provinces, including Manitoba, pending the hearing of this present Commission. 


When the provincial subsidies were increased in 1907, Sir Wilfrid Laurier 
said in the House of Commons:* 


If the principle be admitted of a contribution being made from the Dominion 
treasury to the provinces, the provision made by the British North America Act 
for contributions to the provinces has proved to be absolutely insufficient and 
inadequate. The experience of forty years has brought this fact again and again to 
the attention of parliament and the people of Canada. ... not once, not twice, nor 
thrice, but periodically and systematically parliament has been asked at almost 
regular intervals to vote in favor of now one province and now another province 
appropriations far in excess of anything that had been stipulated in the British 
North America Act... All these have been made by parliament without any guiding 
principle, but simply as the expediency of the moment suggested, or rather as the 
financial difficulties of one province or the other were more or less urgent. 


*See Hansard, 1906-7, vol III, p. 5297-8. 


ANALYSIS OF MANITOBA’S TREASURY PROBLEM 


Position oF INDUSTRIAL PROVINCES UNDER FINANCIAL 
PLAN oF CONFEDERATION 


The accuracy of Mr. Rogers’ statement that the unequal effect of 
the tariff on the wealth and income of the various provinces of the 
Dominion should be recognized and neutralized is indicated by the fact that 
every province in Canada, with the exception of the two industrial provinces 
of Ontario and Quebec, has had to seek and obtain as a matter of need this 
special grant to which we have alluded. Ontario and Quebec, because of 
national trade policies which fitted in with their natural advantages, have 
been sufficiently prosperous to carry on without federal assistance by way of 
special grants. 


WORKING ouT IN MANITOBA OF FINANCIAL PLAN OF CONFEDERATION 


It is interesting to trace the working out of the plan of Confederation in 
the case of Manitoba. 


For this purpose we have had Manitoba’s revenues and expenditures 
broken down into the classifications used by the Bank of Canada in its com- 
parative statement of provincial public finance, supplied to the National 
Finance Committee at Ottawa in December, 1936, namely: 


Ordinary Expenditures - 
Public Debt Charges. 


General Expenses of Government. 

Education. 

Public Welfare. 

Public Works (including maintenance of buildings). 
Public Domain. | 


Se ORI An 


Ordinary Revenues 


Dominion of Canada Subsidy and Other Grants.. 
Taxation. 

Licenses, Fees, Fines, ete. 

Natural Resources. 

Revenue from Government Liquor Control. 
Interest. 

Refunds and Miscellaneous. 


ce OCS ee eS 


These classifications in the case of both revenues and expenditures have 
also been set up on a per capita basis. The information is contained in 
Tabies 1 and 2. 


Tasie 1—Cuassiriep STATEMENT Or CunRENT Account Exrenpitures SHowinG RELATIVE PERCENTAGES AND Per Capita Cost ror Eacn oF tae Fiscat Ypans ENDED DURING 1875, 1881, 1891, 1901, 1911, 1921, 1931 Np 1936 


Sebi 1875 1881 1891 1901 1911 1921 1981 1936 
No. Amount’ % Amount % Amount % Amount % 


EXPENDITURE 


Amount % Amount % Amount % Amount % 


1 Public Debt Charges............. ........ BcOod eebeussg go0ce $ 80,802.05 12.16 $245,187.21 24.81 8 560,516.56 18.66 93 3,132,158.22 30.11 § 4,900,470.32 33.82 $ G,821,263.13 47.24 
2 General espenses ‘of Government $50,288.07 68.64 $ 99,673.55 43.08 172,751.63 26.00 214,604.27 21.72 620,942.66 20.68 14.55 1,494,646.70 10.16 1,185,745.41 8.21 
3 Education... e 7,000.00 8.10 23,892.67 10.33 129,541.96 19.50 169,190.94 17.12 642,071.89 21.41 hy 23.60 2,444,474. 34 16.62 1,735,196.86 12.02 
4 Public Welfare. aes 1,600.00 1.74 6,454.41 2.79 $4,289.98 5.16 77,159.79 7.81 $90,259.58 13.00 Ft 471, 691.99 14.15 2,988,276.57 20.19 2,636,447.36 18.26 
5 Public Works (including mainten- 
ance of all janine). Ad 97,829.80 42.29 171,094.41 25.75 129,287.82 18.08 631,837.18 21.04 1,451,308.07 13.95 2,150,091.20 14.62 1,973,171.72 9.51 
6 Public Domain. 6.08 3,497.41 1.51 75,952.25 11.43 162,821.10 15.46 166,299.41 5.21 379,191.39 $3.64 TAT,571.47 6.09 687,058.96 4.76 
USA Reds osceenasadosnseds I <A -00 $231,347.84 100.00 $664,452.28 100.00 $988,250.63 100.00 $3,002,826.28 100.00 $10,401,895.49 100.00 §14,705,530.60 100.00 $14,438,873.44 100.00 
PoruLation ov Maniropa ......... 41,000 (Estimated) 62,260 152,506 255,511 461,394 610,118, 700,139 711,056 
Per Capita Cost: 
1 Public Debt Charges............. ..... 8 .96 $5.13 $ 7.00 $9.60 
2 General Expenses of Government. $1.44 84 2.48 2.18 1.66 
8 Education. 17 67 4.03 3.60 2.44 
4 Public Welfare. 04 .30 2.41 4.24 3.71 
6 Public Works... .. .33 .60 2.38 3.07 1.93 
6 Public Domain. ... 13 60 62 1.06 96 
TENS 5 coscocaonsppebaaceda $2.11 83.87 $17.05 $21.00 $20.30 
Tawie 2—Crassiriep STATEMENT oF Current Account Revenues Suowina Revative Percentaces ror Eacn or 1 Fiscan Years Enpap Durie 1875, 1881, 1891, 1901, 1911, 1921, 1981 anv 1936 
1875 1881 1891 1901 1911 1921 1931 1936 
ReyeNnve Amount % Amount % Amount % Amount %. Amount % Amount Amount % Amount % 
Donanton or CANADA: 
Subsidy......... ee. goaadSncsadacso $65,412.58 88.08 $ 99,178.78 56.54 $435,595.74 73.77 $ 483,687.06 47.95 $ 838,247.06 24.27 $1,470,991.42 15.01 $ 1,559,755.76 10.61 §% 1,786,922.67 12.27 
Taxation Duties: P 
Succession Duties. 8 3,398.49 $ 165,860.02 $ 299,105.38 $ 452,023.09 $ 375,044.60 
Corporation Taxes. % 38,161.28 97,237.85 1,111,352.16 672,551.61 1,000,503. 14 
Railway Taxes. ..__. 25,569.65 140,486.37 pire Bot 510,255.74 704,829.83 
Income Tax on Persons . 3 oo ie ae e 871,728.37 815,322.06 
Special Tax on Wages an .* 1,756,139. 63 
Gasoline Tax. 1,176,911.19 1,854,906, 24 


Auto Licenses . 

Amusement Tax... 
Old-Age Pension Levy. 
All Other Levies 


14,500.00 538,678.46 1,092,385. 61 824,124.68 
m . 939,249.00 $61,629.68 160,960.80 

re ee $45,000.00 273,873.30 

500,788 61 69,653.72 


te terees $ 2,708.13 -46 3 111,020.40 11.01 § 418,084.24 12.10 $4,310,901.10 43.98 § 5,973,273.80 40.62 $ 7,835,358.00 53,81 


Non-Taxation Revenues: 
Government Liquor Control Commission. . 
‘Telephones: Interest 
Interest from School Lands Fund 


S085 soo ox 5 $ 1,866,783.49 $ 1,204,686. 49 
% 318,309.51 $ 778,784.50 1,028,, 587 87 992,225.26 


236 5 22,915.33 183,547.29 286,346.02 296,760.38 

(Othentinterestesm weenie $ 44,544.84 $ 157,298, 92 658,353.83 1,390,790.79 962,668.11 

Mines and Natural Resources 209 a cONGeeuCN - = ogdecaoue epi Oent Se 2 611,773.08 

Fines and Other Fees, etc. | 14 816,155.77 95,911.78 159,490.48 619,463.64 $35,025.21 567,717.32 

Miscellaneous........ 815.60 60,082.81 11,723.71 74,241.16 418,184.50 728,018. 57 1,244,699. 91 302,461.90 
Total Non-Taxation Revenues... .-. --$ 8,854.74 11.92 $8 76,288.58 43.46 $152,180.33 25.77 $ 415,945.89 41.04 $2,197,858.77 63.63 $4,018,968.09 41.01 $ 7,172,501.04 48.77 3 4,938,292.54 33.92 


(GHWT) TRYING 5 cosauue meenousdoodS $74,267.52 100.00 $175,417.36 100.00 $690,484.20 100.00 $1,008,653.35 100.00 $3,454,190.07 100.00 $9,800,860.61 100.00 $14,705,530.60 100.00 $14,560,573.21 100.00 
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ANALYSIS OF MANrTOBA’s TREASURY PROBLEM 


Although, as stated, the classification of items used in Table 1 is that 
used by the Bank of Canada, it is necessary to point out and make the follow- 
ing explanation with regard to the items of Public Welfare, Public Works, and 
Public Debt and Debt Charges. 


The items Public Welfare and Education do not include the cost of the 
debt charges upon that portion of the public debt incurred in order to erect 
public buildings for educational and social service purposes, nor do they include 
the cost of maintenance of public buildings for these purposes. This cost of 
maintenance is included under the heading of Public Works maintenance. It 
is not large enough to warrant a separate table here showing the amount of it. 


Table 1 indicates that the total per capita expenditure of $3.87 in 
1901 was only 16 cents more than the $3.71 figure of 1881. This per capita 
expenditure increased from $3.87 in 1901 to $6.51 in 1911, about 75 per cent. 
But of the whole period between 1881 and 1936 the decade which showed the 
‘ greatest percentage of increase in total per capita expenditure was that between 
1911 and 1921, the decade in which the Great War occurred. 


Table 3 contains a classified list of capital assets used for educational and 
social service purposes together with an estimate of public debt charges at 
4 per cent upon the capital value thereof for the fiscal years ended Novem- 
ber, 1915; November, 1921; April, 1931; and April, 1936. The fiscal year 
ended November, 1915, is the first year in which such detailed figures are 
shown in the public accounts. 


FINANCIAL PLAN OF CONFEDERATION STILL WORKING 
REASONABLY WELL IN 1911 


An examination of the revenue side of the account will show that, subject 
to the adjustments* which have had to be made in the Dominion government 
subsidy, Sir A. T. Galt’s plan was still working in Manitoba as late as 
1911, in the sense that it had not been necessary to levy taxes of an unpopular 
nature in order to meet expenditures. In 1911 there were corporation taxes, 
railway taxes and succession duty taxes, none of which were of an onerous 
character; there was also an auto license tax which produced the modest 
sum of $14,500.00. 


In 1911, when Manitoba was still relatively free from direct taxation, the 
Dominion government subsidy, expressed as a percentage of Manitoba’s total 
current expenditures, was 24.27 per cent. It is noteworthy that in 1911 the 
per capita cost for the General Expenses of Government at $1.34 and the per 
capita cost of the Maintenance of Public Works at $1.37 were less than the 
cost of the same items in 1881 at $1.60 and $1.57, respectively. Per capita 
expenditure on Public Domain had increased over that of 1881, but was less 
than in 1891 and 1901. Per capita Public Welfare costs from 1881 had approx- 


*In 1876 and 1879 special grants; 1882 and 1885, indemnities for want of public lands; 1912-13 and 1913-14 
grant in aid of building construction; 1930-31 Natural Resources Settlement. See Summary of Legislation 
Relating to Subsidies to Provinces, issued by Department of Finance, 1934, pages 4 and 5. 
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ANALYSIS OF MANITOBA’S TREASURY PROBLEM 


imately doubled in each decade to reach 85 cents in 1911. The per capita cost 
of Education had increased approximately three and one-half times between 
1881 and 1911. 


These comparisons of the growth of expenditure are particularly interest- 
ing because we suggest that the figures for 1911 in Table 1 are the last figures 
representing the cost of discharging the functions of provincial government 
according to Sir A. T. Galt’s financial plan created by Confederation. This 
point is noteworthy because, in spite of the fact that the Dominion subsidy 
had declined to 24.27 per cent of the total current revenues, it was still possible, 
to use the words of Sir A. T. Galt, “that by the operation of natural causes 
such a check would be put upon expenditures as would bring them to the 
lowest point or at least prevent them from becoming lavish’’; and that “‘if 
they (provincial governments) increase their expenses in proportion to the 
growth in population, they would be obliged to resort to direct taxation”’; and 
“that they might trust the people themselves to keep a sharp watch over 
the local government, lest they (provincial governments) should resort to 
direct taxation; and that “‘ no surer check could be put upon them than 
thus fixing the grants that they were to receive respectively.”” Up to 1911 
the ‘pressure of public demands for increased services had not been such 
as to necessitate the imposition of direct taxation of an unpopular nature 
upon any substantial scale. Of total revenues only 12.10 per cent were from 
direct taxation as compared to 63.63 per cent from non-tax revenues and 
24.27 per cent from Dominion government subsidies. 


PRESSURE UPON FINANCIAL PLAN OF CONFEDERATION OF 
New Pupuic DEMANDS 


But in the decade between 1911 and 1921 a great change took place both 
in respect of expenditures and, since once taxation is resorted to the amount 
of the taxes is but a reflection of the expenditures which they are levied to 
defray, in the rate and character of new taxation. In 1921, while all the head- 
ings of per capita expenditure rose substantially, by far the greatest increases 
were in respect of Public Debt Charges, which rose from $1.22 per capita in 
1911 to $5.13 per capita in 1921; Education, which rose from $1.39 per capita 
in 1911 to $4.03 per capita in 1921; and Public Welfare Costs, which rose from 
85 cents per capita in 1911 to $2.41 per capita in 1921. It will be seen that 
these three items mentioned increased by 420 per cent, 290 per cent and 
284 per cent, respectively, in that one decade. 


An examination of the items under which the increases took place dis- 
closes the real cause of such increases. Under Public Debt Charges these were: 
government-owned grain elevators, government-owned Manitoba Farm Loans 
Association, the government -financed Rural Credits Scheme, the publicly 
financed Housing Scheme, a Good Roads system financed by the grants of 
borrowed money and by the guarantees of the government, and the new 
Parliament Buildings. With the exception of the public buildings, these items 
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are all expressions of new public demands for additional governmental respon- 
sibilities. Even the demand for good roads, which was met by the Good 
Roads system, was so different in degree from the type of demand previously 
made by the public for roads that it also was different in kind from any 
such demand theretofore made upon the Manitoba government. 


FAILURE oF FINANCIAL PLAN OF CONFEDERATION TO CONTINUE FUNCTIONING 
In ACCORDANCE WITH INTENTIONS OF FATHERS OF CONFEDERATION 


Sir A. T. Galt’s plan, which had begun to show signs of strain in the 
decade between 1901 and 1911, had now, in the decade between 1911 and 1921, 
suffered a complete collapse. No longer could it be said that the services 
discharged by the Manitoba government, and for that matter by all the other 
provincial governments in Canada at that time, were “an insignificant amount 
of work” to be done by an inexpensive kind of machinery and maintained by 
federal subsidy and local non-tax revenues, supplemented only in cases of 
unusual need, by direct taxation. The Dominion subsidy in 1921 as a per- 
centage of the total current revenues of the province had sunk to 15.01 per cent. 


FUNCTIONS OF THE CONSTITUTION AS AN INSTRUMENT OF GOVERNMENT 


Why was the financial plan of Confederation breaking down? The answer 
cannot be better stated than in an article by the Honourable Mr. Rogers: 


A Constitution is an instrument through which the community seeks to realize 
certain declared purposes. The institutions it creates and the powers given to those 
institutions are assimilated to the character of the purposes it is designed to serve. 
The British North America Act, 1867, was an expression of the political policy of 
laissez faire. According to the current opinion of that day the less government 
interfered with private business the better it was for the welfare of the community. 
The scope of government was narrowed by this philosophy. 


The distribution of powers and the division of taxing powers between Federal 
and provincial agencies show the influence of the prevailing doctrine. The control 
of social services and the regulation of wages and hours of labour were not attributed 
to the Federal authority for the simple reason that such subjects were thought to 
be beyond the domain of government and to fall within the range of private or 
collective enterprise and freedom of contract. The Fathers of Confederation are not 
to be blamed for their failure to assign these subjects specifically to the national 
authority. These men were neither prophets nor soothsayers but practical statesmen 
whose political experience had been gained in the narrow field of colonial govern- 
ment. Their major fault lay in their evident assumption that the contracted bound- 
aries of government which had been defined within the philosophy of laissez faire 
were fixed and unalterable. As a consequence of this fallacy they failed to provide 
within the Constitution the means of its own amendment in future years. 


The growing demand for constitutional revision in Canada has proceeded 
part passu with the awakening of a new social philosophy. That new social philosophy 
is in large part the product of industrialism. It originates in dissatisfaction with the 
social instability inherent in the modern organization of industry and commerce. 
Its objective is a larger measure of security for wage-earners to be obtained by the 
intervention of the State in the economic life of the community. In the pre-war 
period this new social philosophy had made little progress in Canada. The conditions 
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favorable to its growth did not exist in this country. In our outlook and organization 
we were still an agrarian community. The industrial sector was relatively unim- 
portant in our economic life until the turn of the century. Even in the first decade 
of the new century the true frontiers of expansion were on the western prairies. We 
were still in essentials an agrarian country although the industrial sector was expand- 
ing rapidly under the stimulus of western settlement and improved transportation. 
Under such conditions the defects of the Federal Constitution were not readily 
apparent. A rigid constitutional system will not necessarily produce friction while 
the economic life of the community is permitted to function for the most part in a 
regime of private enterprises and freedom of contract. The real difficulty arises 
when the economic system fails to function adequately under private enterprise 
and the need is recognized for a larger degree of social control. Then it becomes 
apparent that rigidities in the constitutional system must be relaxed in order to 
permit the degree of centralized control necessary to guide the economic system 
towards predetermined social objectives.* 


The working out of Manitoba’s financial history corroborates in the main 
Mr. Rogers’ view here stated. An examination of the break-down of the items 
under which substantial increases occurred in the decade 1911 to 1921 will 
disclose this. 


ANALYSIS OF INCREASE IN PUBLIC DEBT, 1911-1921 


In Table 4 is shown the bonded debt of the province outstanding as at 
December 31, 1911, November 30,1921, and April 30,1936, being the respective 
fiscal year-ends of the years referred to. 


PUBLIC EXPENDITURE 


Public expenditure, which appears as $2,996,599.99 in 1911, $5,449,497.52 
in 1921, and $5,082,468.17 in 1936, is an item the first borrowing for which 
was in 1888 and the whole of which was incurred before 1921, and of which 
the records kept do not permit of any further break-down; but public accounts 
issued during the period appear to indicate that most of the moneys were 
used for the Agricultural College, mental hospitals and other public buildings. 


PUBLIC BUILDINGS AND GROUNDS 


It will be observed that in the period between 1911 and 1921 there was 
an increase of $15,788,255.15 in debt for Public Buildings and Grounds, 
namely: 


New Parliament and Other Public Buildings and Grounds ............. $ 9,347,255.15 
Mental Lnistititlonset i eat act ails prceiettcaceerenae. tare eee ec once eueri tee 2,540,000. 00 
Educationalienild ings. As. tok pes Ceyescopeas Oe Spe.) TAM ek ur bree 1,891,000. 00 
SHNILOLEN COT LIOEDILALS i © cue fig: osax camaie eevee baal ue Qn he co hae ste tae 255,000.00 
Judicial Bigidinys, GaolsietesNs «Fs. .citta kh ee. Gad BASS rled 1,755,000. 00 

EPO ta ee RL A eee re ne ac ee Ee ne eM Lee Stel nc eter ee sbepene te $15,788,255.15 


PUBLIC UTILITIES 


There was an increase of $7,836,643.37 in debt for Public Utilities which, 
however, was self-supporting. 


*<The Dead Hand,” The Canadian Forum, August, 1934, pages 421 and 422. 
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DRAINAGE DISTRICTS 
There was an increase in Drainage District debt of $1,402,282.00. 


NEW GOVERNMENT BUSINESS ENTERPRISES 


The next division of debt which showed a very substantial increase is 
made up of a number of amounts borrowed for government business enter- 
prises, as follows: 


Government /Graih wlevatotss 4 ctetee sone coe Soe eee $ 315,384.67 
Manitoba: barm MoansuAssoclatlonis Gam enim ae. cts ste certs eine re 4,250,000. 00 
Government Rural! (Credits Societies... 4 « Seen. Go See 2,625,000. 00 
Settlers: AnimalsPurchase:Act—Loans ase iieise na) ee eae 383,474.00 
Conservation of Cattle Woansen mee fa ee is ee es 2 eee 77,719.50 
Livestock 'Rurchase and oales-sers atte wee em eee er ae ee 100,000.00 
Seed; Grain Advances uncon ee ieee ee ee CM ee CN ee 250,000.00 

TPOPSIE Sp cece oo. hevsne ne oie ee sr Bh eee snr eRe ae One ET POT Ene $8,001,578.17 


It is noteworthy, as Table 4 indicates, that the total bonded debt of the 
province attributable to these and Co-operative Wheat Producers Limited 
advances, had grown, as at April 30, 1936, to no less than $16,490,582.96. 


These enterprises, moreover, have involved the province in principal 
losses estimated at this date to be $8,557,173.00, or about 6.68 per cent of the 
total bonded debt of the province. 


HOUSING SCHEME 


The next item of increase in the bonded debt of the province between 
1911 and 1921 represents a demand upon the government for social services 
which, up to that time, had no precedent in Manitoba’s history. This is the 
housing scheme which involved an increase in capital debt of $3,575,000.00. 
The total outstanding debt due by the province at date under this head is 
$2,212,188.00. This money was loaned to municipalities and is recoverable 
from them, but at date there is seriously in arrears as to principal and/or 
interest a total of $1,982,599.00. 


GOOD ROADS SYSTEM 


Then there appears in 1921 an item of capital expenditure on roads of 
$3,923,333.33, which, as at April 30, 1936, had grown to the sum of $18,- 
077,331.46. The building of roads is, of course, a proper function of the 
provincial government and was so from the time of Confederation; but it is 
submitted that the difference in degree between the building and maintenance 
of roads for the period from 1870 to 1901—one function only amongst the 
“Insignificant amount of work’’ left with the inexpensive local govern- 
ments —and the building of extensive gravelled highways for motorized 
traffic with millions of borrowed money is so pronounced as to constitute a 
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TABLE 4.—STATEMENT OF THE BonpeEp Dest oF THE Province Outstanpine at Eacn or THE FiscaL Years Enoup Dacemerr 31, 1911; 
NovEMBER 30, 1921; and Apri 30, 1936, witH THE CorREesvonpine Pusiic Dest anp Sunpry CHarcrs 


As at 


PURPOSE December 31, 1911 


November 


Asa 


Pusiic EXPENDITURE AND PuBLic BUILDINGS AND GROUNDS 


Public Expenditure 
Public Buildings and Grounds 
Mental Institutions 
Educational Buildings 
Sanatoria and Hospitals 
Judiciary Buildings, Gaols and Homes................. 


oe, bof el stelle /4) py 0! 01.6) ofe (a 1MiGl (6 18!) D6: 6 16) 0, 018) 0) 8) 10.18 « 
60719 RASUR 6) Oe OE. 8 AKONIO LS, Cele se 6 ae |e) WO e 6: 6: 0/6 “e 
0) (¢)_ Sire! 8 0) Wii 16,166) euetp 10! © (9) 0 & © ee9 16,6 00 ob 4% 8) fF Ble b wwe 8 6 0.0 
ee 


CC ee 


Pusuic UTILitTies 


Telephones. 08. on speak seein ree aro ee espera ets eens $11,002,326. 66 
‘Power Commissloncygetay cee ee eRe ee ase en Samad ss 
$11,002,326. 66 
DRAINAGH: DISTRICTS 2a aa te ee uatpoies. chaker $ 2,973,853.66 


$ 5,449,497. 52 
9,847,255. 1 
2,540,000. 
1,891,000. 

255,000. 
2,116,826. 66 


$17,088,970. 
1,750,000. 


Grain Elevatorse ee eee eee 2 pa RS Seance eG Ts $ 1,000,000. 00 $ 1,315,384. 67 
Manitoba Farm Loans ASSOCIATION GEN EOI nie dida view 4,250,000. 00 
Bural, Credit Soctettesen ne yen train seceee ies.) i’ Tie co ay 2,625,000. 00 
Settlers; AnitmaleRurehasesAct eee Gaerne © aisles ens 383,474.00 
Conservation Of, Cattlemeewtec tina no er ere Lae b ididoieto ue os 77,719.50 
Live Stock Rurchaserand: Salesian tere ior 8 ono iecus ‘edu 100,000.00 
Seed (Grains cs ease: hele ae Pee ae eae ee eee se Nc icp > ein vv + + 250,000.00 
Co-operativesWheat Producers. .2.....cs00crescccscee oessessss. . x-eEnEnnt 
$ 1,000,000.00 

CanabDIAN NortHERN Ratuway (MINNESOTA SECTION)..... $ 349,600.00 

OUSING SCHEME. Sion ok ks ee enero Tern eI alts a See ceed ie. as 

ROADS). Sk cevre es <r es jerks een ee ne calla ec ee OO Ol | eek ae 

UNEMPLOYMONTHRELIDE Qe Eee ee: ll lw 

GOVERNMENT Liquor CoNTROL COMMISSION.........--.. .--..---:. . £4xx<,=[=Ieewae 

SUNDRIES 
Funding Current Account Deficit and Overdraft........ 9 .......... $ 3,088,188. 00 
ili EAA BU yoy ol Sr eee tat ee ee eee ANE islets ale v6 1,000,000. 00 
Lignite Uitiization Board asc crac ere eee cle) sas oo class 170,000.00 
PatriotictPurposes een ee ee oe tla oo de 396,273. 82 
Soldiers) laxations Revletie wn ee eeeeae e s yee one 750,000.00 
Digcountand Exchanges 0G. tC, G eee een eee ll lo OO 
Roseau’ River Protective Works.......:....--.co-2+2+ cis-sse-s-  £x¢ ne 
survey of the:boundary,...s--s0e cee eee le lll (kw 

$18,683, 606.97 
INTEREST, SINKING FUNDS AND SUNDRY CHarers 

Lnterest! Char géso 5.5702 su soc taeeacve cess See irr dao slats $ 551,084.83 

Sinking Punds) ce cose eect ere te 

Amortization of Debt Discomnt a ene ems. aes tte tees 

Redemption of Municipal Guarantees...,926-> sec. -s- 0 ti—i(<i‘i‘“‘ié*étsr ees 

Sundry: Other Charges.s 0, co eee as a ee ee 9,430.73 


$ 660,515.56 


—<—<—<=* 


t 
30, 1921 


As at 
April 30, 1936 


$21,599,579. 33 - 


$18,838,970. 03 


$ 4,376,135. 66 


$ 9,001,578. 17 
$ 349,000.00 
3,575,000. 60 
3,923,333 .33 


—~Beee> 0,404,461. 82 


$67,068,058. 34 


$ 3,104,216. 67 


19,959. 16 


$ 3,132,158. 22 


$ 5,082,468.17 
9,354,990. 17 
4,172,496 .00 
2,971,426. 83 
436,421.15 
1,962,226. 94 


$20,401,656. 05 
6,497,296. 44 


$ 1,020,932.55 
$830,450.57 
1,724,012.75 
188,693 . 46 
18,732.82 
78,421.03 
244,400.00 
3,374,939 78 


eeoeecersreeecce 


eer eoerene 


eevee rce ee 


$ 5,970,000. 00 
1,000,060. 00 
236,788.86 
96,273 . 82 
193,763.38 
535,909.65 
39,223.92 
9,941.61 


I, 
4, 


$23,980,029. 26 


$26,898,952. 49 
8 5,434,482. 00 


$16,490,582. 96 


2,235,188. 80 
18,077,331. 46 
18,506,238. 92 

300,000.00 


$12,181,901. 24 


ne 


$124,104,707. 18 


—_—_—————————— 


% 5,951,505. 12 
333,321. 67 
160,289. 29 
235,900. 63 
140,236. 42 


$ 6,821,253. 13 
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difference in kind. In fairness, it must be admitted, however, that from a 
financial standpoint, provincial taxation of the motor vehicles and their fuel, 
which necessitated the capital expenditure upon this new type of road, although 
direct, has in the main been acquiesced in by the motorists. 


SUNDRIES 


The break-down of this item is largely self-explanatory. It is a debt created 
for the most part in connection with discount and exchange on debenture 
issues, funding deficits, and expenditures for soldiers’ taxation relief. 


ANALYSIS OF PUBLIC WELFARE INCREASES, 1911-1921 


Table 5 sets out the population data supplied by the Department of 
Health and Public Welfare for the years 1911, 1921, 1931, and 1936, with 
regard to the number of patients treated and patient days under the heads of: 


Mental Disease Persons Cared for in Privately Owned 
Per Capita Grants for Hospitalization | Homes 
Child and Family Welfare Destitution in Unorganized Territory 


Public Welfare Institutions 


TABLE 5.—CLASSIFIED STATEMENT OF NuMBER oF Patizents AND Patient Days 
FOR THE YEARS 1911, 1921, 1931 ann 1936 


1911 1921 1931 1936 
Menta Disease: 
Patientsu breatechaimmn. teak. ci Buren 1,522 1,769 2,557 2,924 
IPavienty Wayents iaegs octets emia mncotpott © endo teres 373,395 452,600 677,806 792,670 
HospPitaLizATION Per Capita GRANTS: 
Patients Treated atpen: het tee ct sok eee ee ea te 22,401 (No report. 55,700 71,578 
Patient: Da vse cap pric. aicbe: Mekcue ty Ace wet tr hws 501,782 Information 869,493 1,048,454 
unavailable) 
CuiIup AND FamMity WELFARE: 
DesertedeWaviessbamilies see yin tenn marae 63 5 5 
IWieieavene? JNowence (CAGE, ob coco au cc}necsaasease  aobuon 648 1,042 1,140 
Pusiic WELFARE INSTITUTIONS: ; 
Patientselreatedema er te cee cee Reet a Pk 212 396 539 415 
Patient, Dayspeyayiet. «eaten ano bles seeps pide octets 76,048 122,932 175,564 163,653 
PrivaTELy Ownep Homss: 
Persons: Careds lone ek oe Dit ah eae Ee 6 257 387 
UNORGANIZED TERRITORY: 
Deed WOWEOE Vac OH Dartotuthe dd. ufiviey, wot] Places. 262 402 


Table 6 sets out a break-down of Public Welfare expenditures in the 
years 1911, 1921, 1931, and 1936 under various headings. 


MENTAL DISEASES 


It will be observed that although there was only a moderate increase in 
the number of patients treated for mental diseases and in the number of 
patient days, yet the total cost for maintenance of patients alone increased 
from $236,567.41 to $553,424.37, indicating a substantial increase in the 
cost per patient day during the period between 1911 and 1921. 
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TABLE 6—STATEMENT OF EXPENDITURE FOR Pusiic WELFARE FoR Eacu or THE FiscaLt Yrears ENDED 
1911, 1921, 1931, 1936 


For the Fiscal Years Ended During 


1911 1921 1931 1936 

JA Ginetta EloTe een ee ee we ee re ee ee * $ 16,337.81 $ 44,528.23 $ 38,754.55 
Public Welfare—Maintenance of Aged and Incur- 

able Personcadnstitucional)) spear rae $ 33,102.55 102,144.25 153,631.20 152,037.17 
Public Welfare—Maintenance of Incapacitated 

(outsidernstitutions) on. chars fee o oicieck 839.73 12,396.96 60,392.29 49,808.98 
Childvand: DamilyswWelfarens. seen eer 469,201.82 579,204. 80 516,659. 40 
Mental’ Diseasesiw. FES ee Bsc eee 236,567.41 553,424. 37 675,262.33 544,604.03 
Board of Health—Disease Prevention...........  .....se- 35,000.00 186,651.31 143,736.72 
Board of Health—Vital Statistics............... 4,909.99 528.81 12,912.71 11,316.84 
Board of Health—Hospitalization.............. 77,989.90 182,773.89 469,248.90 490,277.09 
Grants to Institutions Contributing Social Services 36,850.00 52,809.52 48,238 . 25 28,050.00 
Old: Ave. Pensions. 24~" at he wh teehee heat sab aber acetts e Beg cs ae 708,780.12 639,662.83 
Miscellaneous erasers ccctnenn ee ee Ee ee tae eee: 47,074.56 29,426.43 21,539.75 

TT Gtall che eed eek ae hersba ct aeacnone Race Aa bounties $390,259.58 $1,471,691.99 $2,968,276.57 $2,636,447.36 


*Not possible to establish comparable figure. 


PUBLIC WELFARE INSTITUTIONS 


The number of patients treated in public welfare institutions and the 
number of patient days almost doubled, whereas the cost of maintenance 
more than tripled, this again indicating an increased cost per patient day for 
this period. 


HOSPITALIZATION 


Unfortunately the statistics with regard to the number of patients treated 
and the number of patient days for hospitalization, which were, during the 
period 1915 to 1920, kept by another department, are not available, but an 
increase in cost is indicated from $77,989.90 to $182,773.89, or an increase of 
approximately 250 per cent. 


CHILD AND FAMILY WELFARE 


This item, which did not appear at all in 1911, first appeared in the 
public accounts of 1917, following the passing of the Mothers’ Allowance Act 
in 1915. There was a rapid increase in this item from $55,732.00 in 1917 to 
$469,201.82 in 1921, from which sum it increased to $579,204.80 in 1931 
and then declined to $516,659.40 in 1936. The high point of this service was 
in the year 1929 when the sum of $643,248.89 was disbursed. 


In the aggregate, Public Welfare costs increased from $390,259.58 in 1911 
to nearly four times that much, or $1,471,691.99, in 1921. In the main this 
increase is due to the new social service of widows’ and children’s pensions 
inaugurated under the Mothers’ Allowance Act of 1916, and to the increased 
cost per patient day of taking care of a not abnormal increase in the number 
of aged and insane persons. 


During the fiscal year 1930 all expenditures for the Provincial Board of 
Health were absorbed in the annual budget of the province. Prior to that date 
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expenditures were made by the Board of Health as a separate body and special 
levies were made by the Municipal Commissioner to reimburse the Board for 
its expenditure. 


The province continues to absorb these expenditures, but the special levy 


has been abolished. 


ANALYSIS OF Epucation INcREASES 1911-1921 


Inasmuch as the public schools of Manitoba are financed about 85 per 
cent by the municipalities and about 15 per cent by the provincial govern- 
ment, the increase in provincial expenditure for Education cannot be so sig- 
nificantly analyzed by itself as in the case of Debt Charges and Public 
Welfare charges. At a later point in this brief the whole question of school 
financing, which is so closely related to the provincial budget, will be briefly 
considered. At this point we think the break-down of the provincial govern- 
ment’s expenditure on education in 1911 and 1921 given in Table 7, together 
with the other facts which immediately follow, will suffice to give a sufficient 
picture of the 1911-1921 increases. 


TaBLEe 7—GOVERNMENTAL EXPENDITURES FOR EpUCATION IN THE 
Yrars 1911 anv 192] 


Year 1911 1921 
Office: MAMAS oe BD. SEC RII UND Oe COR Da) $ 20,238.00 $ 45,007.41 
NormaltSchoolsetinctpee nee 4 ed ee. de ee 50,092. 64 81,247.93 
Schoolllinspection sasacsmekseeriae toe | eee eae ee 41,921.25 104,824.03 
WDD stoi NEES a cecal er ik ep pene toe ye oe Me Pa Ap ER ection 14,074.09 37,308.82 
Bxaminations sa. Gases tte Ce ke A 16,596.82 35,574.70 
BrintingyandsMiscellaneouswesstecs al sete. oe 3,948.60 40,397. sa 
é : 3 A . ‘ 72,128.00 
University of Manitoba and Agricultural College ...... { Poaiell yon ee 19A 
HducationaleGrantse: ape seer eae Peed eee 331,408.91 1,109,882. 66 
WOCA TONE SE CICA. b1O Te eee er eer get rer 6,009.11 24,945.30 
Deat-Blindrand: Delinquentupaee een eee eee 53,589.78 180,716.86 
Total forsVears: | aeeery eee ooh. oa ase eaeou See $642,971.89 $2,454,241. 59 


EXPENDITURES AND RECEIPTS FOR EDUCATION IN THE 
Years 1911 anv 1921 


Year 1911 1921 
School Population: 
POGHEN LORY: sxe tae cblshsnchs te hel eh We eet A | See een 2 74,512 120,400 
SECON ALY cord Mohs ce R aI eae Mee RRR ETS ee ees 6,336 8,615 
Rotaliese Peviee. 2b, SORA ILA ees eee es See as 80,848 129,015 
Number? of) Deacherss .24. 9) fe Bie oe Mes 2,868 3,708 
$1,452,630 $4,335,529 


‘Teachers’: Salariesieyaspapsyous th, vy caer in ee eee ne ear: 
Totaltali Expenditures snc. ese ce ee botnet 5. 


Receipts—Amount: 
TOGA T aKaone Ate ce mele ok SOs Sa ete EERE Ale ALA 
Provincial (Grants) 4.5 «toe. PRR Ee ae ene adel 


$5,023,890 $13,079,205 


$1,847,380 $6,922,864 
331,409 | 1,109,883 


TOUR IOE SORE ty tike ok on ems as ee he Oe ee $2,178,789 $8,032,747 
Receipts—Percentage: te 

[ideal Maxationat o. Sesto eee «ae Rie SAE cere 85.0% 86.0% 

Provincial, Giants ech oowe elo e a See he el seas keg eos uN Oi 1520 9% 14.0% 


ANALYSIS OF MANITOBA’S TREASURY PROBLEM 


It will be observed that the expenditures here shown are much more than 
the total of provincial grants and local taxation. This is due to the fact that 
in their returns the secretary-treasurers of school districts do not distinguish 
between current and capital expenditures. It is, therefore, roughly accurate 
to say that the difference between total expenditures and the moneys received 
from local taxation plus provincial government grants represents the proceeds 
of borrowings used for building and other capital expenditure. 


In regard to Table 7 it is important to know the following facts: 


Between 1911 and 1921 rural Manitoba (1.e., all Manitoba, excepting the 
city of Winnipeg), increased educational expenditures from $2,677,327 to 
$9,323,619, an increase of $6,645,675 or 348 per cent. A portion of this increase 
was due to the increase in provincial grants but a much greater portion was 
provided from local taxation, which in the same period for the whole province 
increased from $1,847,379 to $6,922,864. 


Some part of the added expenditure was used for an increasing and 
expanding building programme but the major portion was represented in the 
improved type of education provided. There was an improvement in attend- 
ance, an increase of almost 50 per cent in school population; improved stand- 
ards of teaching efficiency and an increasing number of teachers responding 
to the increase in school population. The average teachers’ salary for this 
period rose from $456.00 in 1911 to $1,019.00 in 1921, based on all teachers’ 
salaries, elementary and high school, in rural Manitoba. 


It may, however, be reasonably assumed that during this period of relative 
prosperity rural Manitoba made a definite effort to raise the standard of 
education. It is a matter of record that in the period since 1921 rural Mani- 
toba has had to so drastically reduce expenditures as to sacrifice much of the 
gain made previously. 


During the same period in the city of Winnipeg, despite the relatively 
larger increase in the number of students, the total expenditure only increased 
50 per cent and the average salaries of teachers increased from $837.00 to 
$1,697.00. The relative lower increase in expenditure in Winnipeg is undoubt- 
edly due to the fact that its 1911 level of education was relatively much higher 
than that of rural Manitoba and there was not the same need for expenditure. 


DECLINE OF DoMINION SUBSIDY AND INCREASE OF Direct TAXATION AS 
PERCENTAGE OF PROVINCIAL REVENUE 


As will be seen from Table 1, the expenditures on current account increased 
from a total of $3,002,826.28 in 1911 to $10,401,895.49 in 1921, or a per capita 
increase of from $6.51 to $17.05. 


In Manitoba, as Table 2 will show, while the Dominion subsidy as a 
percentage of current account revenue has declined steadily from 1875, when 
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it was 88.08 per cent, until 1911, when it was 24.27 per cent, the non-taxation 
revenues had taken up the slack by increasing from 11.92 in 1875 to 63.63 per 
cent in 1911. Thus, in spite of the fact that the Dominion government subsidies 
in 1911, as a percentage of the total current account revenue, were less than 
a third of what they were in 1875, the non-taxation revenues as a percentage 
of the total current account revenue, having increased almost six-fold, had 
taken up the whole slack with the exception of taxation revenues, which, as a 
percentage of total current account revenue, were in 1911 only 12.10 per cent. 


In Appendix A attached hereto are shown the amounts credited to the 
current revenue account of the province from all direct taxes levied in Mani- 
toba’s financial history from the time when such direct taxes were respectively 
first levied until the present. 


An examination of this appendix reveals that the direct taxation levied in 
1911 under the headings of Succession Duties, Corporation Tax, Railway Tax 
and Automobile Licenses was not, in its amount at any rate, of the onerous 
character conceived by Sir A. T. Galt as a check upon governmental extrava- 
gances or reckless expenditure. Upon the whole, therefore, although there 
were trends in government expenditure between 1901 and 1911 which reflected 
a growing social consciousness on the part of Manitobans and a corresponding 
75 per cent increase in per capita expenditure, it may be said that the Galt 
plan was still working reasonably well. 


But this could definitely not be said in 1921 when the Dominion govern- 
ment subsidy, as a percentage of the total current account revenue, had 
declined to 15.01 per cent and the non-taxation revenue to 41.01 per cent, 
thus necessitating the imposition of direct taxes for the amount of 43.98 per 
cent. Appendix A indicates that by 1921 at least five of them fell definitely 
into the category of direct taxation of the kind conceived as a check by Sir 


A. T. Galt. 


These demands for increased social expenditure, having once been 
realized, have increased steadily until the present time. Their fulfilment 
has forced the government of Manitoba to impose direct taxation upon the 
people of Manitoba beyond any limits which could possibly have been con- 
ceived when the financial plan of Confederation was enacted. 


Thus, in 1936, we find that the Dominion government subsidy as a 
percentage of the total current account revenue was 12.27 per cent, whereas 
taxation revenues were no less than 53.81 per cent. In 1936 the non-taxation 
revenues of the province at 33.92 per cent of the total current account revenue 
were less than the percentages for 1901, 1911, 1921 or 1931. In other words, 
the non-taxation revenues as one indication of the income of the province 
had declined, yet in spite of this decline which would ordinarily indicate a 
policy of lower taxation, it was necessary to increase the taxation revenues 
as a percentage of total current account revenue of the province by a sub- 
stantial percentage over what they were in either 1921 or 1931 and to more 


than four times what they were in 1911. 
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New Pusuic DEMANDS UPON PROVINCIAL GOVERNMENT CAUSE IT TO COLLECT 
AND SPEND INCREASING PERCENTAGE OF PROVINCIAL INCOME 


One of the first results from these new demands upon the Manitoba 
treasury was that it commenced spending amounts which were a constantly 
increasing percentage of the provincial or people’s income. These amounts 
were, of course, collected by taxation. As this percentage increased, the interest 
of the treasury in provincial income took on a new concern as to the effect 
of all those factors which determined provincial income. In 1881, when the 
provincial treasury had merely to provide for police protection, education, 
administration of justice and public works, it was under no necessity to 
concern itself as to the effects of federal tariff or monetary policy upon pro- 
vincial income. But it could no longer afford to ignore these factors in 1921 
when the provincial treasury had to impose large amounts of taxes upon that 
income to defray the increasing costs of government, brought about by meeting 
new demands for social services and for new governmental facilities. 


PROVINCIAL GOVERNMENT Has New ConcerRN IN DoMINION POLICIES 
AFFECTING INCOME OF CITIZENS OF PROVINCE 


For this reason provinces have come to have a vital concern in Dominion 
policies as affecting not only the provincial income but also its distribution 
within different income brackets. 


The real turning point in Manitoba’s financial history came in the period 
between 1911 and 1921. From that point on until the present time it has been 
merely a working out of the trends which first made their appearance in that 
decade, accelerated, it is true, by the depression and crop failures which 
intensified the effect upon Manitoba’s economy of the disabilities under which 
the citizens of Manitoba have suffered under Confederation. 


Preriop 1922 to 1937 CovERED BY BANK oF CANADA REPORT 


The Bank of Canada report upon the financial position of the province 
of Manitoba, made on February 11, 1937, states concisely the gist of Mani- 
toba’s developing financial position from 1922 to 1936. It would therefore be 
an act of supererogation to add to it at this time. The Commission should 
note, however, in using the figures of the Bank of Canada report that necessary 
adjustments were made to set them up in the form that the Bank of Canada 
officials desired to use for their own purposes, whereas the figures that we 
have used herein are simply extracted from the books of the province and set 
up without adjustment of any kind. Inasmuch as the gentleman who prepared 
the figures for the Bank of Canada report is the secretary of the Commission, 
it is assumed that any reconciliation which the members of the Commission 
may desire will be provided by the Commission’s secretarial staff. The Bank 
of Canada report is set out as an Appendix B to this submission. 
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A statement of the province’s present position, however, would not be 
complete without developing in a minimum of detail paragraph five of the 
summary of the Bank of Canada report reading as follows: 


We understand it to be the view of the government that additional funds must 
be obtained for the preservation of the road system, for education and for mental 
institutions. While we do not feel qualified to estimate here how large an amount is 
needed for additional expenditures of a character which cannot be postponed, we 
agree that some additional expenditures are inevitable, and we are not prepared to 
say that it is practical to increase revenues by further taxation. 


As regards the funds required for the preservation of the road system, 
for education and for mental institutions and other governmental services, 
we feel that the most satisfactory way in which we can indicate these needs 
is by stating a series of facts relating to the administration of the various 
government departments rather than by making any comparison between 
Manitoba and other parts of Canada as regards the amount of per capita 
expenditures upon the various items of governmental service. We do this be- 
cause of the great difference between the various provinces of Canada in the 
matter of customs, living costs and other circumstances which would have 
to be adjusted to a comparable basis before a statistical comparison of govern- 
mental expenditure could be made as between the provinces. Instead, we 
propose to present the actual facts which obtain in Manitoba with a view to 
enabling the Commission to reach a decision as to whether a proper minimum 
standard of education, social services, road maintenance and public adminis- 
tration generally now prevails in this province. We shall do so under the 
following heads: 


1. Present budget deficiency in provision for Education. 

2. Present budget deficiency in provision for Public Works and Roads 
and the Maintenance thereof. 

3. Present budget deficiency in provision for Public Health and Welfare. 


BUDGET DEFICIENCY IN PROVISION FOR EDUCATION 


The following is a statement of the extent of the inadequacy of the present 
financial provision for education in Manitoba, prepared by the officials of the 
Department of Education. 


The history of educational finance in Manitoba between 1911 and 1936 
divides naturally into two periods; the period 1911 to 1921 evidencing a con- 
tinuous growth and expansion of educational services (and which we have 
already very briefly covered); and the period 1921 to 1936 representing a 
gradual but annual decrease in expenditures, resulting 1n a process of attrition 
that left educational standards impaired, essential services starved or elimi- 
nated, and increasing evidence that further financial support of schools would 
have to be provided by means other than the taxation of real property. 
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PRESENT SYSTEM OF SCHOOL FINANCING 


Inasmuch as the public schools of Manitoba are financed about 85 per 
cent by the municipalities and 15 per cent by the provincial government 


grants, 


and as many of the original records from which statistics are taken 


are kept by the secretary-treasurers of some twenty-two hundred odd school 
districts in the province, it is difficult to establish an accurate statistical ratio 
between increased educational grants by the provincial government and the 
increased cost of school facilities. 


To the end that the relationship between the Department and the school 
district may be better understood, we may explain the method of financing 
school districts with substantial accuracy as follows: 


The school district receives: 


(1) a statutory grant of $2.50* per day per teacher for not more than 


200 days per school year from the municipality; 


(2) a statutory grant of 75ct per day per teacher for not more than 


200 days per school year from the Provincial Department of Education; 


(3) a special school tax computed as follows: 


(4) 


(5) 


The secretary-treasurer of the school district adds together the 
two aforesaid statutory grants, and deducts the total of them from his 
estimated expenditure for the school year. He then requests the 
municipality in which his school district is situated to levy upon the 
assessed value of the lands in that school district a special school tax 
over and above all other municipal and school taxes, sufficient to pro- 
duce the difference between the total of the statutory grants from the 
government and the municipality on the one hand, and the estimated 
expenditures of the school district upon the other; 


certain discretionary special government grants, not exceeding $200 
per teacher, granted upon the basis of need and upon the recommenda- 
tion of the school inspector; 


certain special government grants for equipment, operation and main- 
tenance, such grants to be approved by the Lieutenant-Governor-in- 
Council; 


(6) for the period from 1924 to 1933 certain automatic special grants to 


weaker school districts, upon the basis of the school district’s equalized 
assessment, the grant being at maximum of $3.25 per day per teacher 


*As from Jan. 1, 1938, decreased to $2.25 per day per teacher. 
tAs from July 1, 1937, increased to $1.00 per day per teacher. 
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to a school district with less than $10,000.00 equalized assessment and 
declining by 25c per day for each increase of $5,000.00 in equalized 
assessment. These grants were made in a period of distress to help 
weak school districts and were called Special Assessment grants from 
the method by which they were arrived at, or Murray Commission 
grants from the Commission which recommended them to the Manitoba 
government. 


Thus the government gives a fixed statutory grant per teacher day and 
the municipality a similar fixed statutory grant, and the municipality at the 
request of the school district levies upon the school district for enough to 
make up the balance of the school district’s budget. The special discretionary 
government grants are not invoked unless this system in individual cases 
breaks down (or unless, as in the case of the Murray Commission grants, 
because of wide-spread distress a special provision for automatic supplementary 
grants has to be made on a large scale). 


In an attempt to overcome operating deficits it is first required that a 
special tax be levied upon the school district. Not until that has been tried and 
failed are the special discretionary government grants invoked. The first 
tendency upon the part of the school trustees in times of distress is to cut 
expenses, including the school teacher’s salary, which, of course, is usually by 
far the largest single item. Thus the amount which the government at its 
discretion has been called upon to pay for special grants (other than the 
Murray Commission grants which were automatic) is not by any means an 
exact measure of the inadequacy of the financial provision for education. 
Such facts as amount of teachers’ salaries, the dilapidation of school buildings, 
default in the payments of school districts’ current and bonded debt, the 
number of schools under official trusteeship, the number of districts operating 
for less than the full term, the number of schools with more pupils than can 
be efficiently taught, the amount of school taxes in arrears, all have a bearing. 
It will be clear from what we have said that it is difficult to co-ordinate these 
facts and show their exact connection with the adequacy of the present school 
financing. As a matter of fact, the present method of financing Manitoba's 
schools does not lend itself to statistical delineation upon the point of adequacy, 
but we shall do our best with the material at hand. If significant figures are 
difficult to procure in proper terms of one another, the facts at least will speak. 


Moreover, the financing of education in Manitoba is complicated by 
two important factors: 
(1) As we have seen, the real burden for educational costs (approxi- 
mately 85 per cent) is borne by the local units (school district and 
municipality) from revenue raised almost entirely by real property 
taxation. 


(2) The province has one large city, Winnipeg, which contains 
approximately one-third of the entire population and owing to greater 


21 


ANALYSIS OF MANrITOBA’S TREASURY PROBLEM 


concentration of wealth and population can afford a much higher 
standard of education than the rest of the province under the present 
basis of school financing. 


Any comparison of statistics that includes Winnipeg on the same basis as the 
other parts of the province is obviously misleading because its situation is 
entirely different. Consequently in Table 8, which follows, we set out the 
number of teachers, the amount of teachers’ salaries (excluding salaries for 
supervisors and substitute teachers), the amount of total expenditures, and 
the school population for the city of Winnipeg; for the province excluding 
Winnipeg; and for the province as a whole, in each case for the years 1911, 
1921, 1931 and 1936. 


TaBLe 8—ScnHoou Statistics For WINNrPEG, Rurat Manrrosa, AND ALL MANITOBA 


School Population Teachers Total 

Expenditures 

including 

Year Elementary Secondary Total Number Salaries Capital 

Ciry oF WINNIPEG 

WOW erence eee 18,515 1,652 20,167 381 $ 319,159 $ 2,346,563 
Loe UST eee 32,746 3,020 35,766 874 1,483,757 3,755,587 
LOSW er cides tke 34,546 7,434 41,980 1,066 1,959,353 4,638,921 
LOS6 Orr eer eae 29,669 8,022 37,691 1,012 1,704,393 3,425,070 

Ruraut Manitropa (Manitoba, excluding Winnipeg) 

POTS oc. 3. seas 55,997 4,684 60,681 2,487 $1,133,471 $ 2,677,327 
LOSE Ria NI 87,654 5,595 93,249 2,834 2,851,772 9,323,619 
LOSdies da teraes 100,663 10,910 111,573 3,361 3,428,047 7,076,504 
L936 o.. paren 92,101 12,690 104,791 3,422 2,282,751 4,417,696 

Manrrosa (including Winnipeg) 

TOU. so. eee 74,512 6,336 80,848 2,868 $1,452,630 $ 5,023,890 
LO) Ast ee 120,400 8,615 129,015 3,708 4,335,529 13,079,205 
LOS Liane -REr 135,209 18,344 153,553 4,427 ' 5,387,400 11,715,425 
1936 a5 0. ae 121,770 20,712 142,482 4,426 3,987,144 7,646,302 


Notn.—The term “Rural Manitoba” as used in Table 8 and throughout will include all of the province 
excepting the city of Winnipeg proper. 


The financial problems of the suburbs, the other cities in the province, the 
towns, villages and rural municipalities are all essentially the same, and 
from the standpoint of taxation their problem is essentially a rural one. 


Table 9 shows the cash receipts of schools from: (a) provincial grants; 
and (b) local taxation; with related percentages for both. 


It will be seen that since 1911 the percentage of actual cash receipts of 
schools in rural Manitoba shows the province paying a greatly increasing 
share, practically all of this increase having taken place since 1921. The share of 
the total paid by the province in rural Manitoba has risen from 16.6 per cent 
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TasLe 9—Casn Recerpts or SCHOOLS FROM PROVINCIAL GRANTS AND LocaL TAXATION 


Amount of Receipts Percentage of Receipts 

Year 
Local Provincial Total Local Provincial 

Crry or WINNIPEG 
UO erst dikes eee somes sate tetra a : $ 431,230 $ 58,894.82 $ 490,124.82 87.9% Peale 
HOOT FAA ee. JP PeL Ae TORE es oe 2,175,700 167,333.74 2,343,033 .74 92.8% a2 5 
OS Cee PUD AN cvey hue Av jalan otueion 2,683,740 196,686. 48 2,880,426. 48 93.1% 6.9% 

Rurau Manrrosa (Manitoba, excluding Winnipeg) 
LOI cy sme grated se Bea sry pate arealke $1,416,150 $272,514.09 $1,688,664. 09 83.9% 16.1% 
gO Nee ana aa ie So a aoe, A oe 4,747,164 942,548.92 5,689,712. 92 83.4% 16.6% 
MOS GOS A eee Be eee Pang: «a eine 2,951,733 903,456.72 3,855,189. 72 76.6% 23.4% 
Manrrosa (including Winnipeg) 

POLI es). Se ea. RL $1,847,380 $ 331,408.91 $2,178,788. 91 84.7% 15.3% 
TRON [ie eae nitie So Phckcrs doy Beer On ate 6,922,864 1,109,882. 66 8,032,746. 66 86.1% 13.9% 
NOS GW bein cccnee eer ia ey a apeicctters 5,635,473 1,100,143. 20 6,735,616. 20 83.6% 16.4% 


in 1921 to 23.4 per cent in 1936. On the other hand, although the actual amount 
of the cash grant has increased in the city of Winnipeg, there has been a pro- 
gressive decrease in the percentage of provincial contribution. In the terms of 
actual cash, rural Manitoba has decreased its cash contribution to education 
from $4,747,164 to $2,951,733, a reduction of $1,795,431, whereas in the same 
period a broader and firmer basis of taxation in the city of Winnipeg has 
permitted an increase of local support from $2,175,700 to $2,683,740. Possibly 
no other example could more definitely illustrate the very great difference in 
ability to pay than this fact, namely, that in the period of depression rural 
Manitoba was forced to reduce its contribution from local taxes by approxi- 
mately $1,800,000, while Winnipeg was enabled to increase its contribution 
by over one-half million. It cannot be argued that there was a greater desire 
to pay in the city of Winnipeg, because as a matter of fact the rural areas 
taxed themselves far beyond the limit of their ability to pay. This fact 1s 
shown in the following tabulation which indicates the amount owing to the 
schools by the municipalities for school taxes in the area designated as rural 


Manitoba: 


Year Amount 
TW hae, Ae ee habe eka en a aie red eA Raleeiets eeabeMcna) -loaiehle ss $ 754,858 
HOOT. Syed. Seis SBE cree eaten ihe east ord sage ace ue 642,194 
LO Silve act ck gestern cp eanie oe ates wltere heme igre papers 1,107,858 
VOS3G <ce Beccsacd neg Gra citee bal agi) Deka aks Soke 2,240,394 


The above figures do not include the city of Winnipeg because owing to its 
system of payment of taxes any comparison on the same basis is impossible, 
but it may be observed in passing that the city of Winnipeg, like the rural 
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municipality, has acquired an enormous amount of property by way of tax 
sale and most of this property is a frozen asset from which only a small per- 
centage of the actual claim of the municipality can be realized. Obviously, 
then, in the city of Winnipeg real property tax for school purposes has reached 
burdensome proportions. 


The figures presented in the preceding tabulation do not give altogether 
an accurate rural picture because large amounts of arrears of school taxes 
have been written off. The Department of Education estimates that within the 
last five years the total amount written off has been not less than $250,000. 
It is obvious that the municipalities are finding the burden of school taxation 
beyond their capacity to pay. If this burden were equalized it would be 
defensible, but as it is the burden bears most heavily on those municipalities 
least able to bear it. Remembering that the municipality pays the greater 
proportion of the total cost of schools, the ability of the municipality to pay 
is all important, but this varies tremendously, as is shown by the following 
tabulation indicating the respective amount of assessment as between certain 
broad educational units on the basis of 1935 equalized assessments: 


Equalized 

Number of Assessment 

Teachers Per Teacher 

Winni nes. sc aeae setacncu.cs ck-a tee hie eater 1,020 $161,760 
Rural Momitobaimce es anitscs steer 3,406 86,100 
AlIMMoanitobart eee tee oe ee 4,426 103,567 


Briefly this indicates that behind each teacher in the city of Winnipeg, 
$161,760 of property is available on which to collect the necessary school taxes, 
whereas in rural Manitoba, where the ability to pay is probably less, the 
equalized assessment per teacher is $86,100, or about 54 per cent of what is 
available in the urban area. The inequity hereby revealed becomes, then, 
more startling when considered in the light of individual municipalities, data 
concerning which are presented in Table 10, on the following page. 


In certain municipalities much land formerly taxable has reverted to the 
original owner, the province, the Dominion and the Soldiers’ Settlement 
Board; on becoming Crown Lands these ceased to be liable for future taxa- 
tion, thereby seriously embarrassing the school districts, which were organized 
and incurred obligations in expectation of taxes from these lands, and also 
increasing the difficulties of the municipality in which these lands are located. 
Moreover, in passing it may be pointed out that the unrestricted policy of 
the Dominion immigration scheme in early years was largely responsible for 
the settlement of non-productive areas which are now a source of difficulty 
to the province in such matters as the financing of schools. 


The net result has been that the province has had to take over the 
administration of a large number of rural school districts consequent upon 
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TaBLe 10—NvuMmBrErR oF TEACHERS AND AVERAGE ASSESSMENT PER TEACHER 
FOR InpIvipUAL MUNICIPALITIES 


Average 
Number of Assessment 

Municipality Teachers Per Teacher 

DisorGANIZED MUNICIPALITIES 
Stwart uri eee: spokes wea ee. SRO Ree 29 8 9,160 
ICP OU Z DUE Stet a. .ar'sket ey aS fo eateaiae kA len oe eae 23 11,675 
Chatfield nc, tacts ae ods te ee ee 17 13,373 

Weak Rurat Monicipatitizs 
(GAAS RONG SS SS ee 3 ABR e ee He A o Sh eH o/s 12 $ 20,000 
SiGhine Siete pasate eine to tosis cee eer tse ai ak et eee 16 21,750 
@alidwellares Hees eet Perera ¢ tacper- nes ace ity 43,350 
IA bert. geeatiere sits- canoe! chadt. APTI ES, CEL 13 43,150 
Wdiward sinh Set lyases Sema Roh weeks 13 38,770 
risa eMeer eens Mele Sach okt oa eRe RD ee, Me eee 18 24,000 
Ethelbertigacc. os 22 Reh Pe eee ee ty AO Cke. Eee. 23 31,740 
Glénellawenaren crckere Soha, Aan ee nes kik 16 36,000 
Hillsburovpremriren, «cack eek cee ke Cane ee 11 48,270 
Pa Broquerieme sar icah acho int anh te beat eo 14 33,285 
MG Grearys: ce acsoc Cee eae eke SLES Steed tenet 17 38,765 
PANG Vatpepistac ak oe: ion eee op me a Ore eee a 11 23,900 
Wicoddleats ebyahis iia tard os Se ks SANE eat 9 26,000 
Uawrence na. saseen) spy AA Ae a aceite a ee 16 22,625 

Strona RuraLt MUNICIPALITIES 
INGGy Eels t GSS 2 cri lo veces reticle ae a ae et 24 $134,460 
Dufferimie ee. Oe RARER ee ea: Ee 26 165,000 
NEW echlay 2m tee eco rin Tees petheaes en Ser AD e Caan 2% 17 179,800 
Miaed onal deweuny se stiyirecs asieca a acron geet eccrcae eee 30 201,000 


the bankruptcy of municipalities of which Stuartburn, Kreuzburg and Chatfield 
are examples, while other weak rural municipalities are gradually being forced 
into a dangerous financial position due to the demands for school taxes— 
demands which are quite reasonable as far as need of education is concerned, 
but far beyond the financial resources of the individual weak unit. Every one 
of the municipalities listed in Table 10 under the heading “Weak Muni- 
cipalities,” is in a serious financial position at the present moment; and one 
of the contributing factors has been the demands of the school districts for 
the support of the schools. These demands, although legitimate, could not be 
met by the municipalities except by their imposing prohibitive tax rates. 


The province is gradually being forced to assume an ever-increasing 
responsibility in this regard, as evidenced by the fact that at the present time 
237 school districts employing 324 teachers are being administered by official 
trustees. Many of these districts operate for eight months only per year. 
Only eight districts pay their way and operate full time; others are in need 
of substantial assistance if they are to discharge their duties and obligations 
to the children. 


The whole situation indicates the weakness of the basic method of financ- 
ing, which does not fairly equalize the burden of taxation for educational 
purposes. The situation can be briefly stated by pointing out that since 1921 
expenditures for education in rural Manitoba have been reduced from 
- $9,323,619.00 to $4,417,696.00, or approximately 50 per cent, despite an increase 
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of 21,000 in the school population, of which more than 7,000 is represented by 
secondary school pupils requiring a high standard of education. During the 
same period the city of Winnipeg has reduced expenditures for education 
from $3,755,587.00 to $3,425,070.00, a reduction of approximately eight 
per cent (8%). 


Obviously the greater assessment per teacher has enabled the city to 
very properly maintain its educational standards. 


RESULTS OF THE PRESENT SYSTEM OF FINANCING 


The seriousness of the situation in rural Manitoba in regard to education 
and the effect of the drastic reduction during the period from 1921 to 1936 
can best be understood by pointing out the following: 


DECLINE IN TEACHERS’ SALARIES 


The average salary of teachers in one-room rural schools decreased from 
$930.00 to $497.00; the average salary of principals in one-room high schools 
from $1,781.00 to $931.00 per annum; the average salary of principals of 
two-room high schools from $2,250.00 to $1,023.00 per annum; and of all 
classes of rural school teachers (including high school and elementary) the 
average salary decreased from $1,019.00 to $660.00 per annum, a reduction 
of over 40 per cent. But during the same period in the city of Win- 
nipeg a firmer and broader tax basis restricted the reduction in average salary. 
The average salary in the city of Winnipeg had increased to $1,838.00 in 1931, 
and the present level of $1,683.00, while approximately the same as the 1921 
level, is considerably below the 1931 peak. 


It must be admitted that with living costs and conditions what they are 
in rural Manitoba the salaries of teachers must be increased if a reasonable 
standard of teaching efficiency and morale is to be maintained. It may be 
pointed out that the actual payment of the meagre salaries in many rural 
districts during the last few years was made possible only by special grants 
from the provincial government for the payment of salaries—the special aid 
given for this purpose and for assistance in other ways since 1932 amounting 
to $1,024,551.00. 


DETERIORATION OF SCHOOL BUILDINGS 


The lack of money for repairs and equipment has resulted in definite 
deterioration in the matter of buildings and equipment. The analysis of reports 
received from inspectors indicates that at the present time approximately 175 
school buildings should be replaced; 350 are in need of major repairs; and 100 
school districts need additional accommodation. In at least 50 per cent of all 
rural schools the equipment for ordinary class-room work is incomplete and 
insufficient. Outside of Winnipeg there is practically no school district in the 
province with any equipment making vocational education possible. In the 
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same period in which this reduction in school efficiency took place the promis- 
sory notes owing by school districts increased from $887,000.00 in 1921 to 
$3,615,154.00 in 1936 and the total debenture debt increased from $10,- 
483,000.00 in 1921 to $14,592,000.00 in 1936. 


IMPAIRMENT OF NORMAL SCHOOL AND INSPECTORAL SERVICE 


Normal school expenditures were decreased from $81,000.00 in 1921 to 
$38,000.00 in 1936, thereby gradually impairing the effectiveness of the teacher 
training service. The inspectoral service, one of the most important branches, 
was reduced from $105,000.00 in 1921 to approximately $81,000.00 in 1936, 
despite the fact that the school population increased and the number of 
teachers rose from 3,708 to 4,426. The enlarging of inspectors’ districts, 
the decreasing of number of inspectors and the imposing of additional duties 
has made effective supervision impossible. 


INABILITY TO MEET INCREASING NEED FOR 
RURAL VOCATIONAL TRAINING 


The modern trend of education is towards the practical and more voca- 
tional type. This is particularly true in agricultural provinces such as Manitoba, 
where if agriculture is to survive it must be reorganized on a more scientific 
basis. Students must be trained to understand and prefer rural life and to be 
capable of measuring up to its increasingly exacting demands. The fertile 
fields of the prairies that yielded abundantly in early years are now less 
productive and require effective and modern farming methods to produce on 
an economic basis. There are no longer any assured markets except fiercely 
competitive markets where only quality products can be sold. Moreover, the 
drift from rural to urban centres, aggravating and increasing the unemploy- 
ment problem, can only be successfully attacked in rural Manitoba by provid- 
ing education which will give the student an opportunity to make himself 
self-supporting. This involves vocational training in rural high schools, but 
any such undertaking is not possible under the existing financial set-up. 


Position oF UNIVERSITY OF MANITOBA 


The financial situation as it affects rural and secondary schools has been 
considered in the foregoing discussion. The position of the University of 
Manitoba at the present time is one of approximately the same difficulty, due 
in part to depleted endowments and in part to the economic consequences of 
the depression. This problem has been in part solved by a series of drastic 
economies of much the same nature as those made effective in the 
schools, namely, reduction in salaries and restriction of services. The govern- 
mental grants have been decreased from $501,000 in 1929-30 to $257,000 
in 1937-38. The government recognizes very definitely the difficulties of the 
University and that these are in effect the same as the difficulties in the 
rural schools, namely, the lack of sufficient financial support to meet its full 
responsibility as an educational institution. The government believes that 
its primary responsibility is for elementary education, but the needs of higher 
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education must be considered. The requirements of the University will be set 
out in detail in a submission to be presented by its Board of Governors. 


DECLINE IN AMOUNT OF APPROPRIATION OF DEPARTMENT OF EDUCATION 
AND IN ASSISTANCE RENDERED BY IT 


Table 11, which gives details of departmental expenditures for 1911, 1921, 
1931 and 1936, shows that during the period when the local school district 
revenues received from municipal taxation were declining and the services 
were being impaired, particularly in rural Manitoba, the government of 
Manitoba, in order to meet a continuing crisis in its finances, had also to reduce 


its assistance and services in every branch of provincial educational 
administration. 


TABLE 11.—CLASSIFIED STATEMENT OF DEPARTMENTAL EXPENDITURES FOR EDUCATION IN THE 
Yunars 1911, 1921, 1931, 1936 


1911 1921 1931 1936 


OM Ce rg gia eee cree les FS ee ee $ 20,238.00 $ 45,007.41 $ 55,152.92 $ 40,110.63 
Normal: Schools*aree-: soe ee eee 50,092. 64 81,247.93 75,984.02 38,214.49 
School Inspection 27) 4)208) He MA Rt 41,921.25 104,824.03 102,437.18 80,841.77 
PreefDexts tel f. atesaeea ska aes HES re ee 14,074. 09 37,308. 82 23. Ole? | perenne creer 
IEXAMINa ONS 2 crcd ce sian ee ees 16,596.82 35,574.70 57,275 . 06 36,641.54 
Printing and Miscellaneous................ 3,948.60 40,397.69 27,123. 23 16,000. 14 
University, of Manitoba: 00: a. -buee ep Saas -F 30,143.85 372,128.00 500,000.00 284,517.91 
Agnicultgiral Gollegem.on, arecge. cae naae heer 74,948. 84 422,208.19 
Séhool“Grants Fx, see tok eee 331,408.91 1,109,882. 66 1,408,127.46 1,100,143. 20 
Vocational Education ence eee ae 6,009.11 24,945.30 38,085. 95 16,273.95 
Deaf-Blind and Delinquent................ 53,589.78 180,716.86 134,475.88 84,965. 42 
Administration in’ Unorganized Territory)... 02225) (9) 0s eae 17,795.12 23,397.04 
Teachers Retirement. Hundbe th cer. -aenitans. abecok wetisiel Ge role eee 14,090.77 
Totalyfor Neary Wh. sce. 4... ee $642,971.89 $2,454,241. 59 $2,444,474.34 $1,735,196.86 


The general position set out above, as to the basis of educational finances 
in this province and the results of the system, has been recognized by several 
commissions and committees that have considered the matter during the last 
sixteen years. The following are quotations from the findings of those various 
commissions. The reading of the detailed reports would only serve to empha- 
size the extent of the seriousness of the problem. 


A. From the Report of Education Commission headed by Dr. W. C. Murray, 1924: 


Your Commission believes that the burden of school support should be 
distributed more equitably throughout the rural areas of the Province and that the 
special grants previously recommended for the weakest districts in weak munici- 
palities should be continued as a special measure of relief for such districts. (Page 41.) 


Only the Province can, with justice, be held responsible for the provincial duty 
of keeping open the elementary schools for the children of the Province. The Province 
may distribute the burden among the local district, the Municipality and the 
Province, but it should do it equitably. When the district or the Municipality col- 
lapses in attempting to discharge its share of the Provincial duty, the Province 
should effect a readjustment. All admit that there should be equality of opportunity 
for at least an elementary education, and they must in fairness admit that there 
should be equality in burden. If inequality of opportunity is unjust, equally unjust 
is inequality of burden. (Page 24.) 
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B. From the Report on Administration and Financing of Schools by a Committee 
of the Manitoba Trustees’ Association, 1930: 


Amongst other things, the Committee arrived at the following 
eonclusions : 


1. The system of financing and administration of schools in this province has 
not proven adequate to meet the conditions. 


2. The principle of equalization of burden and opportunity has not been made 
practical. 


3. A greater degree of financial responsibility should be assumed by the province. 


4, The province should seek elsewhere than real property to enlarge the funds 
at its disposal. 


C. From the Report of a similar Committee, reporting at the Convention in 
February, 1933: 


The temporary expedients of school finance introduced as a result of Commission 
findings have been tried, and have been found to be of but temporary value. It has 
become abundantly evident that nothing short of an attempt to adjust the machinery 
of school administration, and of school revenues in a large way, can remedy the inequal- 
ities and defects under which the system of public schools in Manitoba is labouring 
at present. 


D. From the Report of a Sub-Committee at this same Enquiry (see C supra). 


If some communities are rich enough to support schools of high standard with 
little effort, while others, even with a great sacrifice in taxation, are still unable to 
raise enough money to support schools of inferior standard, it is apparent that the 
school financing machinery is discriminatory. The very wide disparity among com- 
munities in the amount of money per child raised for school support through present 
methods of taxation has made inevitable the existing diversity of standards of 
educational facilities offered in this province. 


The history of financing education in Manitoba indicates a gradual 
broadening on the basis of school support. Originally the local school district 
was practically self-supporting. As time passed and increased demands were 
made for higher educational standards, the basis of support was broadened 
from the district to the municipality. It would appear to us that this basis 
of support should be extended from the municipality to the province. It 1s 
evident from the statements submitted heretofore that additional funds must 
be provided for education in rural Manitoba if a reasonable standard of 
efficiency is to be maintained. It is submitted that the local unit of taxation, 
the municipality, in many cases cannot increase its obligation in this respect. 
It is admitted that there should be some equality of opportunity for at least 
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elementary education. It follows that in all fairness there should be at least 
an approach to equality of burden and here, as elsewhere, ability to pay should 
be the criterion of taxation. This being the case, it would seem to us that the 
province must get itself into a position to assume an increased responsibility 
for education; a responsibility that will involve equalizing the burden of 
taxation by the government’s assuming a greater proportion of the cost and 
improving the educational standard in the light of present-day conditions, by 
providing the additional necessary educational services, particularly for 
vocational and technical training. The officials of the Department of Education 
estimate that at least $1,100,000.00 additional, including $100,000.00 for 
vocational and technical training, will be required annually to be supplied by 
the provincial treasurer for these purposes. This amount is based on the 
necessary interest charges for capital expenditures plus the amount of increase 
in grants needed to relieve the weaker areas of the burden they are finding it 
impossible to carry and to enable rural Manitoba to provide at least a minimum 
educational standard. Taking into consideration all these facts, it would seem 
to us that the province itself should be the unit for educational purposes, or 
for providing at least a minimum of educational services. 


BUDGET DEFICIENCY IN PROVISION FOR PUBLIC WORKS AND ROADS 
AND IN MAINTENANCE THEREOF 


The following is a statement of the extent of the inadequacy of the present 
financial provision for Public Works and Roads and the maintenance thereof 
in Manitoba, prepared by the officials of the Department of Public Works 
and Labour. 


Owing to the severe economy practised in the Department of Public 
Works in order to meet the emergency which has continued during the past 
sIx years, necessary works‘and repairs have been cut to an absolute minimum, 
with results which may briefly be stated as follows: 


Burwpina MAINTENANCE 


Building maintenance has been confined to those repairs which were 
absolutely necessary to merely maintain the utility of the buildings and 
keep them weather-proof. Normal maintenance operations have not been 
carried on, but only those which the restricted appropriation would allow. It 
is impossible to continue with the present reduced appropriation without 
encountering depreciation of capital values and heavy expenditures to restore 
the same. Already the Department is faced with the problem of unnecessary 
depreciation and in some instances of positive dilapidation. It is estimated 
that for repairs alone the estimates of the Department should be increased 
by not less than $50,000.00 per annum. 


New Buiwpincs 


The need for new buildings will be dealt with under the Department of 
Health and Public Welfare. 
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ADMINISTRATION OF LaBour LEGISLATION, ACCIDENT PREVENTION, 
EMPLOYMENT SERVICE OF CANADA, ETC. 


The same condition of excessive economy has prevailed in this branch 
of the Department of Public Works and Labour. 


The Fair Wage Act and the Minimum Wage Act have recently been 
considerably extended in scope, yet the appropriation which the government 
has been able to set aside for the purposes of their enforcement does not 
enable the Department to enforce and administer these acts as efficiently as 
it could do if adequately financed. 


The Department of Labour has also undertaken a limited programme of 
Accident Prevention in all walks of life. The value of this programme is 
undoubted, but the scope and efficiency of the Department’s activities have 
been seriously hampered by lack of funds. 


At the last session of the legislature a new enactment was passed, entitled 
the Strikes and Lockouts Prevention Act, the objectives of which are to have 
industrial disputes reviewed by an independent body prior to a strike or 
lockout. The value of this legislation has been demonstrated. The cost of 
administration will have to be provided for. 


The National Employment Service Commission has recommended that 
a National Employment Service be set up, in which recommendation Manitoba 
partly agrees. If the service is to continue to be operated by the province 
additional money will be required for such operation, because during recent 
years the service has been very greatly handicapped by lack of funds. 


The additional amount required we put at $35,000.00 per annum. 


MAINTENANCE OF HIGHWAYS 


The importance of highway transportation is fully recognized as being 
one of the outstanding questions requiring solution in the province. The 
increase in automobile traffic, the movement of goods by trucks on highways, 
and the rapid improvement of motor vehicles, make it almost impossible to 
keep highway construction abreast of transportation needs even in countries 
where a considerable amount of money is available for this work. Where 
highways are not continually improved they fall behind the requirements of 
traffic. In this province, owing to curtailment of funds available for highway 
work, our highways not only have not been improved but have actually 


deteriorated. 


Road maintenance conducted by the Department of Public Works comes 
under the following classifications: 


(1) Provincial trunk highways, which are entirely the responsibility of 
the provincial government. 
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(2) Main highways, which are the responsibility in most cases of the 
municipalities but on which the government assists to the extent of 
two-thirds of the cost of maintenance. 


(3) Certain highways, such as the Trans-Canada Highway from White- 
mouth to the Ontario boundary and the highway into Clear Lake 
National Park, which have been maintained 100 per cent by the 
province. 


(4) Roads under a sub-department of the Public Works, known as the 
Reclamation Branch, through an appropriation known as Aids to 
Municipalities in Unorganized Territories: 


(a) Road building and maintenance in more sparsely settled parts 
of the province. 

(b) Drainage works. 

(c) Grants to municipalities. 


(5) Roads in mining areas, which are paid entirely by the province. 


Since the fiscal year ending April 30, 1931, the following expenditures 
have been incurred: 


Maintenance of Aids to Roads in 
Year Good Roads Municipalities Mining Areas 
POD ICM eR APE Re $966,073.41 SAV GIG GST IT VE VAS 28 
VOSS eat e to. a: See eas 756,308.79 297586 Us BSAAS debe EK grate 
LOS Sie. eevee eden aut cies ORM Sn 668,686. 74 Be ee AG te relate mm ve 8 ek oe 
TOSALES. Misa see eens. os A ee 480,551.16 WHO,S53022F thle -POVAIRIASE 
LOSS 0 Pee etd ced, ok epee 489,516.15 102 MOB OA tal ate 
OS G2 ee cy isaac ie vad op) or 533,796. 64 149,901.79 $24,997.55 
JY et PRS ei craters ee or 484,607 . 02 139,316.31 12,974. 36 


When the provincial trunk highways were taken over by the province, 
a large part of these were nothing more than municipal roads. From 1925 
to 1930 the province was gradually improving these roads to bring them up 
to modern standard. However, there still remains a considerable mileage of 
roads that are unable to meet the requirements of modern traffic. The small 
amount of money provided for maintenance of highways since 1930 has not 
permitted of any improvements on any of our trunk highways (other than 
work carried out under unemployment relief) and has not even provided 
sufficient moneys for proper maintenance of the highways. The Department 
has not been able to supply sufficient gravel to replace gravel worn off by the 
traffic, with the consequence that in many places the highways are reverting 
to mud roads. Cutting of weeds and brush on highways has been neglected 
in some instances. The surface of the road has worn down below prairie level 
in quite a number of cases, necessitating greatly increased cost of snow 
removal. Each year sees additional requests for highways to be kept clear of 
snow throughout the winter. To do this economically requires the rebuild- 
ing of a large mileage of our highways, the providing of additional snow fence, 
and the purchase of considerably more snow-plowing equipment. 
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A considerable amount of money is spent each year on the Tourist and 
Convention Bureau to endeavour to bring tourists to the Province of Manitoba. 
In order to make the tourist business a success in this province, considerable 
improvements will be required on our highways in the way of widening, easing 
of curves, giving better vision, providing dustless and easy-riding surfaces. 
The tourist trade depends to a large extent on persons from the United States. 
Owing to the large mileage of good highways in the States, they will not 
be attracted to this country unless our highways are considerably improved. 
Our present trunk highway system consists of 1,670.89 miles. There is a 
continual demand being made for an increase in this mileage of provincial 
trunk highways. 


Norma Bupcet ror MAINTENANCE OF ROADS 


Below is presented a normal budget for the maintenance of roads. This 
budget will not provide for increase in our present mileage of maintained roads. 
It will make no allowance for traffic increases, nor allowance for badly needed 
betterments. It will provide merely an efficient maintenance of the mileage 
which the Department now maintains inadequately by reason of the present 
severely reduced estimates: 


Provincial Trunk Highways and Main Highways..................5. $1,300,000 .00 
Aids to Municipalities in More Sparsely Settled Districts in Unorganized 

Perritory,.and Roads im Mining Areas. 24.5... one cee us ae se 400,000.00 

Total 1eta set. $1,700,000. 00 


This amount, however, is considerably below the amount required to bring 
our highways up to the standard required by modern traffic conditions. 


It will be observed from the foregoing that the increases required in the 
Department of Public Works and Labour, over and above the actual expendi- 
tures for the fiscal year ending April 30, 1937, are for: 


Building Mainténancesad csr 4) R58 ods gl Tg eed sage ye det tacyignesests 50,000.00 
Administration of Labour Legislation, Accident Prevention, etc........ 35,000.00 
Provincial Trunk Highways and Main Highways Maintenance......... 815,000.00 
Aidsite Municipalities: ams 9 oi tae. Soe ee ae ied. aes Pitter 261,000.00 

Totalie aaee $1,161,000. 09 


BUDGET DEFICIENCY IN PROVISION FOR HEALTH 
AND PUBLIC WELFARE 


The following is a statement of the extent of the inadequacy of the present 
financial provision for Health and Public Welfare in Manitoba, prepared by 
the officials of the Department of Health and Public Welfare. 


With the increase in the cost of living and the increase in the number of 
persons in the province seeking social assistance of various kinds, 1t 1s 1mpos- 
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sible with the present appropriation to carry on the already established social 
services of the Department of Health and Public Welfare. These services 
include: 

Mothers’ Allowance 

Assistance to Indigent Persons in Unorganized Territory 

Care of Persons Suffering from Mental Disease 

Mental Defectives 

Grants to Hospitals 

Care of the Aged and Infirm 


Some of the present and future requirements for the various services are 
as follows: 


oo es ee 


1. Cuitp WeELFARE.—An increase of $10,000.00 to care for increased num- 
bers on allowance. If it became advisable to increase the schedule of allow- 
ances to take care of the increasing cost of living, another $50,000.00 would 
be required. 


2. SocraL ASSISTANCE IN UNORGANIZED TrrRRITORY.—There is a steady 
increase in the number of persons requiring assistance in unorganized territory, 
due to the weeding out of “unemployable persons” from those in receipt of 
“unemployment relief.’’ There is also an increase in the cost of this service 
to the individual, due to the rise in the cost of living. The appropriation for 
the year ending April 30, 1938, for this service is $65,000.00. At the present 
rate of increase our requirements for the year ending April 30, 1939, will be 
$70,000.00; at a similar rate of increase they will be over $100,000.00 by 1947. 


3. Mentau Diskasr.—There has been a steady rise since 1911 of the 
number of cases of mental disease being cared for and the estimated increase 
for the next ten years. This presents the following financial problems: 

(a) Capital expenditure for new buildings. 

(b) Increased yearly expenditure for maintenance of patients, due to 

increase in numbers, and increase in the cost of food and other 
supplies. 


Increased accommodation for at least 250 patients is urgently required 
at the present time. The two hospitals, the Brandon Hospital for Mental 
Diseases and the Selkirk Hospital for Mental Diseases, with a normal capacity 
of 1,250 and 650, respectively, now house 1,450 and 850 persons. Within the 
next five or six years we will require at least $500,000.00 for new buildings at 
these institutions. 


For maintenance, an increased appropriation of $35,000.00 for Brandon 
and $12,000.00 for Selkirk will be needed in our next estimates. For every 
added patient cared for an extra $300.00 per year will be required. 


In the Psychopathic Hospital accommodation can be made for 35 patients, 
but, due to curtailment of funds, only 25 to 30 beds are now being used. On 
the present basis of cost, an additional sum of $10,000.00 is required to increase 
the accommodation to 35. This is urgently required. Providing increased 
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accommodation is secured and at the present rate of increase of mental cases, 
we will require for the year ending April 30, 1947, a total amount of over 
$1,000,000.00 to operate our three institutions for care of mental diseases, 
one situated at Brandon, one at Selkirk, and one at Winnipeg, as compared 
to our appropriation of $600,537.00 for the year ending April 30, 1938. 


4. Merntau Derectives.—Our present accommodation for mental defec- 
tives is adequate for 300 inmates. Into these quarters we have crowded 410 
patients. We have on file 170 applications for admission to the institution, 
and these are all urgent cases. There are at least 200 more known cases which 
require institutional care. This necessitates an immediate capital expenditure 
of $300,000.00 to provide accommodation of at least 250 beds, in addition to 
the $65,000.00 addition to the Portage la Prairie institution now under 
construction. 


The forty beds now being provided by this addition, which will be ready 
by next spring, and the increase in the cost of food, will mean an increase 
in the present appropriation for maintenance of $25,000.00. As additional 
accommodation is secured, a further increase of $300.00 per patient for main- 
tenance will have to be provided. If we obtain the accommodation required, 
we will need an appropriation of $215,000.00 for the care of mental defectives 
for the year ending April 30, 1947. The appropriation for the year ending 
April 30, 1938, is $130,474.00. 


Besides the capital expenditure for patient accommodation at our mental 
institutions, additional expenditures for farm buildings are also urgently 
required, as follows: 


Brandon—cow barn and piggery..........-- +00 cece eee eee eee eee es + 810,000. 00 
Selkirk—cow barn, ice house and two root houses..................+-+5. 15,000.00 
Portage la Prairie—horse barn, piggery and root house.................- 10,000.00 

Totalheary. tft 20a: $35,000.00 


5. Grants to Hosprrats.—In 1933, due to the rapidly increasing 
appropriation required for per capita grants to hospitals, the Hospital Aid 
Act was redrafted and the per diem grant of 50c was reduced to 40c for all 
ordinary public ward patients. Regardless of this and the fact that the govern- 
ment had established a division of hospitalization under this Department, the 
requirements for this social service have increased from $343,000.00 for the 
year ending April 30, 1933, to $403,000.00 for the year ending April 30, 1938; 
while hospitalization of indigents in unorganized territory, which cost the 
Department $94,000.00 for the year ending April 30, 1933, has increased to 
$105,000.00 for the year ending April 30, 1938. Returns from hospitals through- 
out the province indicate that most of these institutions show a yearly deficit, 
which has to be made up by public or other contributions. At the present rate 
of increase these two services will require by 1947 appropriations of $500,000.00 


and $125,000.00, respectively. 
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6. CARE OF THE AGED AND INFIRM PrERsons.—With the advent of the 
depression many persons found it increasingly difficult to care for and maintain 
their aged and infirm relatives. As a result, assistance was sought from the 
municipality and usually obtained. The Department has always made a con- 
tribution to municipalities for this service rendered to their residents (the 
maximum monthly assistance in any case being $7.50), and as a result our 
expenditure for this service also has increased from $43,000.00 in 1933 to over 
$50,000.00 for the year ending April 30, 1938. At the present rate of increase 
we estimate our requirements for 1947 will be well over $60,000.00. 


7. Disnasp PREVENTION.—The officers of this Department are convinced 
that we immediately require an increased appropriation for disease pre- 
vention, in order that preventive services may be carried to our people, 
particularly those who live in rural areas. Since the depression most people 
have found it next to impossible to obtain the medical services which they 
require, and as a result we are convinced there has not been the improvement 
in the general health of our people which should be expected in view of the 
increased knowledge at our disposal regarding disease prevention. To carry 
this service to the people in our province, particularly farm dwellers, it is 
necessary that we have a province-wide distribution of properly trained public 
health personnel; this to include medical officers of health, public health 
nurses and sanitary inspectors. The requirements are education and assistance 
in the homes; these can only be accomplished by an increased appropriation 
for personnel. 


We know the question wili be raised as to whether or not such a service 
will be of any real value, not only to the individual, but to the state, and to 
the latter particularly in reference to limiting to the minimum the financial 
requirements for the care of mental and physical disability. There are many 
examples of what we may expect to accomplish, and the most outstanding is 
that which already has been accomplished in Canada in reference to venereal 
disease. In 1916 the war gave us definite information as to the high prevalence 
of venereal disease amongst our population. As a result of this data the federal 
government made grants to the provinces in order that greater efforts might 
be made in the cure and eradication of syphilis and gonorrhoea. Subsequent 
to the increased expenditure on the part of the federal and provincial govern- 
ments for this service, we find that the positive Wassermann tests amongst 
inmates in general hospitals decreased from 10.4 in 1916 to 1.7 in 1935 
(records, Toronto General Hospital). Although the federal government dis- 
continued this grant in 1932, the provinces continued the services, and there 
has continued a steady decrease in the number of cases of syphilis and 
gonorrhoea seeking treatment. In 1933 there were in Canada 340,892 treat- 
ments given for syphilis and 407,394 treatments given for gonorrhoea. By 
1935 the treatments required were reduced to 321,704 for syphilis and 389,962 
for gonorrhoea. If anything, we believe the reporting of these cases is more 
accurate now than it was even three years ago, which would tend to prove 
the figures all the more indicative of the value of increased expenditures for 
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Aprenpix A—STATEMENT OF REVENUE FROM TAXATION CREDITED TO CURRENT Revenve Account in THE Fiscan Years FROM 1906 To 1937 45 PER THE Punttc Accounts oF THE PROVINCE; AND THE Statutory Aurnorities 


Supple- 
mentary f ae =e 
: d Soldiers’ Provincial Hospitalization 
Raven (Peer : F Public Old Age Taxation ‘Board of in Unorganised 
Hevy by, nd Tax m Special Corporation Welfare Act Pensions Relief Health Territor 
unieipal . : Levy by { Grain Income Income Tax vy by  Levyby Levy by —_Levy by Levy By. 
ae Commis- hte, Succession Amusement gatiuicieal Gseoline Tncome Futures cltton = Tax including Municipal — Municipal Municipal Municipal Man cipal Total 
3 i er ‘ax ‘ax ‘ax orporations (Wage Tax Railways Commissioner iss! issi issi issi 
os i ny his ms ta i a ae Fe ) ay satan Commis loner Cuenta (China stirs Conair Taxes Year 
1906 2 $ 71,310.15 § 168,786.68 
1907 see 18,180.44 182,207, 19 OOPS 0 
1908 Fy 42,874.64 189,655.34 234,429.88 1908 
1909 52,004.22 222,903.34 277,907.56 1909 
1910 78,427.86 228,011.58 310,544.39 1910 
1911 165,860.02 287,724.22 418,084.24 1911 
1912 $43,523.33 261,776.12 625,299.45 1912° 
1918 268,009.32 $48,771.23 651,780.65 1913 
1914 FLEW CAS dn ocaceoee $61,942.40 685,422.98 1914 
1915 411,569.21 3 11,088.19 414,936.30 920,416.66 1915 
1916 295,710.45 12,827.81 417,108.43... 2 836,103.12 1916 
TOW 3. 177,878.38 $06,452.65 29,762.06 .... 2s 620,216.35 8 24,166.67 1,058,471.11 1017 
1918 $ 625,000.00 236,314.73 197,503.49 194,934.19 $187,500.00 640,353.36 47,916.67 1,91 9,522.44 9 
1919 1,038,720. 34 379,057.51 193,487.90 283,803.55 85,330.28 651,060.08 95,833.33 2,727,292.99 119 
1920 1,330,141.56 400,008.20 478,012.83 $58,772.12 114,635.75 718,950.56 193,860.32 $,588,881.34 1920 
1921 1,614,106.00 538,678.46 299,105.38 $39,249.00 283,410.10 THONG NG EEGUWINGM, on -Scock  socanccone Lan 4,310,001.10 1921 
41022 1,149,576.84 455,333.97 168,503.09 199,456.40 199,748.24 _ Go So50 J “ Ges 612,944.19 160,199.19 2,935,761.92 19227 
1923 1,416,515.36 680,673.17 290,850.26 272,324.68 298,816.59 $ 65,956.41 .. $48,072.16 792,641.24 225,749.20 4,081,499.06 1923 
1924 1,391,347.53 784,015.03 455,808.10 283,253.15 $8,000.00 126,077.07 $3 410.67 20,690.28 757,136.35 220,859.00 4,574,907. 18 1924 
$1925 895,175.52 418,076.27 692,257.05 195,589.88 30,000.00 102,371.12 334,975.45... 488,929.66 150,937.46 $,206,312. 41 1925} 
1926 1,325,524.63 667,609.49 422,199.16 $56,169.77 39,625.73 432,391.36 648,518.00 1,062,871.01 229,795.98 5,074, 705.13 1926 
1927 1,159,834.07 738,832.75 757,488.93 459,262.70 23,678.29 445,645.37 478,445.64 1,048,859.11 280,000.00 5,342,046. 86 1927 
1928 624,183.42 863,882.89 606,575.94 878,685.67 21,099.37 561,864.90 461,198.58 952,282.19 244,559.35 ._. 6 4,714,322 $1 1928 
1929 200,621.63 961,645.45 732,897.12 413,744.16 15,568.04 657,584.72 491,228.86 973,140.39 281,477.28 $315,384.36 Los Pate 6,133,202. 01 1929 
1930 424,583.95 1,092,810.28 1,033,563.78 433,113.43 14,182.46 810,925.48 6221829. 46 ; : 1,014,023.89 $84,080.56 616,828.44 $199,110.98 6,445,891.88 1930 
IPL Sos cmos 1,092,$85.51 452,023.09 $51,629.68 6,851.95 1,176,911.19 871,728.37 $125,000.00 1,057,807.35 $25,193.50 345,000.00 168,743.16 5,973,273.80 1931 
1932 976,040.23 $46,951.91 253,776.27 1,227,946. 60 840,519.23 251,799.05 es 1,123,668.16 ...._. 262,500.00 21,502.18 5,283,101.43 1982 
1933, 893,503.92 267,078.41 182,195.94 1,483,368.81 1,144,802. 18 235,740. 64 . 1,456,500. 48, 308,142. 24 aaa 6,971,831.37 1938 
1934 864,293.51 423,416.86 155,709.78 281.05 1,610,395. 39 981,937.75 292,093.59 $1,508,918.90 1,309,767.32 395,386.31 5 0 2 Gcus0oneEn6 7,539,816.77 1934 
1935 . 1,051,068. 59 $40,213.60 123,423.16 620.33 1,834,584. 41 881,049.75 235,005.08  1,674,842.06 1,262,342.45 . _. -. $80,119.96 $ 37,479.45 _.. nape $ 3,611.70 7,820,489.69 1935 
1936 93(a) 824,124.68 876,044.60 160,960.80 $02.93 1,854,906.24 815,322.06 371,056.51 1,756,189.63 1,334,276. 46 19,805. 67(a)273,873.30 13,847.67 13,789.96(a) 8,063.56 7,835,358.00 1986 
193 (eee 1,025,919. 39 463,963.32 159,233.30 1,482.30 2,016,129. 53 912,118.16 692,849 56 1,825,388.59  1,233,609.50 ......_... $44,210.90 17,294.18 .5...7. 6,175.33 8,596,324.01 1987 


“11-month period. {9-month period. $8-month period. 


Figures from 1916 to 1938 on revenue earned basis, 


(a) Arrears of previous levies. 


(1) SUPPLEMENTARY REVENUE LEVY 
1918—cap. 65 Surprespntany Revenue Act: 
‘This was a tax of one mill on the dollar levied by the 

Municipal Commissioner, on all municipalities and all 
assessable property in school districts in unorganized 
territory. 

1919—cap. 102—increased to 134 mills. 

1920—cap. 129—increased to 2 mills. 

1927—cap. 60—decreased to 134 mills for 1927. 
For 1928 and following years, levy of 2 mills to be reduced 
by ratio of 80% of surplus of preceding year to $1,350,000. 

1928—cap. 64—reduced to 1 mill. 

1930—cap. 39—Act repealed. 


AUTOMOBILE LICENSES 
1908—cap. 84 Moror Venicue Acr: 
Flat rate of $5 per auto. 


(2) 


1915—cap. 41 Tax increased to $10 per auto. 
1921—cap. 43 Basis of taxation changed: 

20 H.P. or less, $12. 

Over 20 H.P., $12 plus 50c per H.P. over 20. 
1928—cap. 3% Basis of taxation changed: 

Autos, $15 to $35, depending on wheel base. 

‘Trucks, $20 to $50, depending on weight, 
1925—cap. 36 Autos, 10 to $80, depending on wheel base. 

‘Trucks, $10 to $60, depending on carrying capacity. 

1930—cap. 19 Hicuway Trarrio Act: 


Autos, $9 and up, depending on wheel base. 
‘Trucks, $10.and up, depending on carrying capacity. 


SUCCESSION DUTIES 
1893—cap. 81 Succession Duties Act: 
1918—cap. 187 
R.S:M. Rates from 14% to 15% 
1924—cap. 187 Rates from 40% to 27%. 
1930—cap. 38 Rates revised—90% to 25%. 
1982—cap. 49 Sreciar Revenue Act: 
15% surtax added. This surtax has produced the follow- 
ing amounts: 
1933, $22,500.64; 1934, $50,758.17; 1936, $42,423.43; 
1936, $48,435.80; 1987, $59,297.09. 
1934—cap. 42 New basis of taxation: rates from .30% to 26% plus 15% 
surtax. 


AMUSEMENT TAX 

1916—cap. 84 TueatRe Tax Act: 
Tax of 20c per seat. 

1916—cap. 109 Puniic Auusemenn Act: 
‘Tax of 20c per seat in Winnipeg; 
elsewhere. 


(8) 


(4) 


tax of 10c per seat 


1918—cap. 1 AxusEmMent TAXAtiIon Act: 
Dax of le to 10% bused on price of admission to any 
place of amusement. 

1928—cap, 1 Aatusexents Act: 


Change in schedule of theatre taxes, 

New tax imposed of 8% on pari-mutuel betting. 
1924—cap.3 C.A. Act amended. 
1926—cap. 2 Pari-mutuel tax increased to 57%. 
1927—cap. 1 No tax where admission 26c and under. 
1932—cap. 49 Spuctan Revenve Act: 


Change in schedule—&e to 10%, 


(6) UNOCCUPIED LAND TAX 
1918—cap. 90 Tan UNoccupiep Lanps Tax Act: 
Taxation of 34 of 1% on assessed value—levied through 
Municipal Commissioner. 
1924—cap. 192 C.A. Amendments. 
1931—cap. 54 ‘Tax is now to form part of the general revenue of the 
municipalities. 


(6) GASOLINE TAX 
1923—cap. 14 Tuy Gasonine Tax Act: 
Tax of Ic per gallon purchased. 
1925—cap. 24 ‘Tax increased to Sc per gallon. 
1930—cap. 105 Tax increased to 5c per gallon. 
1932—cap. 49 Sprcrar Revenue Act: 
‘Tax increased to 7c per gallon. 
(7) INCOME TAX 
1923—cap. 19 Income Tax Act: 
Tax on income at varying rates from 1% to 8%, 
1927—cap. 26 Tax for 1927 reduced by 20%. 2 
Tax for 1928 and following years to be reduced by ratio 
of 20% of surplus of preceding year to $500,000. 
1930—cap. 22 Above provision repealed: _ 
Scope of Act widened to include corporations (see 
heading (9). : 
1931—cap. 26 Exemption increased but rates increased, varying from 
2% to 50%, less 20%. 
1982—cap. 49 Sprcrat Revenue Act: 
Exemptions decreased: 
20% reduction cancelled, 
Additional surtax of 5% on incomes over $5,000. 
All rates on incomes over $1,200 increased by 1%. 
1937—cap. 43 Income TAxat1on AcT—new Act in force January 1, 1938. 
(8) GRAIN FUTURES TAX 
1928—cap. 17 Gratin Futures Taxation Act: < 
A graded tax on every sale of grain for future delivery. 
The tax collected under this Act was paid back, as the 
Act was declared ultra vires by the Privy Council 
(1925 A.C. 561). 
1937—cap. $1 OxsoLeTn SraruTes Repeat Act, 1937: 
Act repealed. 
(8) INCOME TAX ON CORPORATIONS (sce also Corporation Taxation 
Heading (11) 
1930—cap. 22 Tur Incone Tax Act: 2 
Income Tax widened to impose a tax of 2% on income 
of corporations, exceeding $1,000, 
1932—eap. 49 Specian Revenun Act: r : 
‘Tax on corporations increased to 5% of income, with 
no exemption, 
(10) SPECIAL TAX ON WAGES 


1933—cap. 44 Srrcran Income Tax Act: 
A tax of 2% imposed on all income, where it exceeds 
$960 for a married person and $480 for an unmarried 
erson, 
1086—cap, 44 EXEMPT income increased to $1,200 for married person, 
1937—cap. 43 THw INcomm Taxation Act: 
Consolidation of two income tax acts. 
Exemption to unmarried person where income does not 
exceed $600, 


(11) CORPORATION TAXATION, INCLUDING RAILWAYS 


(12) 


et) 


(14) 


(15) 


(18) 


1900—cap. 65 Tue Conrorations Taxation Act: 
Provides for a tax on yarious classes of companies, e.g.: 
Head office of bank, $800. 
Branch bank, $200. 
Tnsurance company, 1% of gross premiums, 
‘Trust and Loan companies, $100 up, depending on 
capital. 
1918—cap. 191 R.S.M. Taxes increased. 
1924—cap. 191 G.A. Taxes increased, e. 
Head office of bank, $2,400. 
Branch bank, $300. 
Insurance company, 2% of gross premiums, 
49 Specitat Reyenve Act: 
Taxes increased, e.g.: 
Head office of bank, $5,000. 
Branch bank, $400. 
Private bank, $750. 
Insurance company, 3% of gross premiums. 
67 Tue Ratuway Taxation Act: 
2% gross earnings tax for 1900, 1901 and 1902; not to 
exceed $%, dj 4 
1902—cap. 166 R.S.M. Gross earnings in Manitoba to be taxed; not to 
exceed 8%. ? 
1913—cap. 193 R.S.M. Gross earnings in province to be taxed; not to 
exceed 3%. : 
1924—cap. 193 C.A. For 1922 tax not to exceed 2% of gross earnings. 
1931—cap. 43 Provincial Treasurer authorized to enter into agreements 
with railway companies fixing the annual tax to be payable. 


PUBLIC WELFARE ACT 
1916—cap. 69 Morners’ ALtowances Act, 1916: 
Municipal Commissioner authorized to levy a tax upon 
the municipalities for such portion of the money needed 
to pay mothers’ allowances “‘as may be just.’ 
‘ma Coty Wrtrare Act: 

Provides for same levy. 
6 Tne Carp Wetrane Act: 

Provides for same levy. 


OLD AGE PENSIONS 
1928—cap. 44 Oxp Aor Prnsrons Act: 

Municipal Commissioner to levy for necessary funds. 
1982—cap. 98 Levy to be reduced if Dominion pays more. 


SOLDIERS’ TAXATION RELIEF 
1922—cap. 20 Tun Souprers’ Taxation Rewrer Act: 
Municipal Commissioner to levy for any payments made 
by Provincial Treasurer to municipalities. 
1938—cap. 88 Lnumne Levy, Etc. 


PROVINCIAL BOARD OF HEALTH 


1911—eap. 44 Toe Puntic Heautn Act: 
Power to levy on municipalities. 

1924—cap. 159 C.A. Amended. 

1928—cap. 47 New Department formed. 


LEVY FOR HOSPITALIZATION IN UNORGANIZED TERRITORY 


1988—cap. 15 Tue Hosriman Arp Act: 
Power to levy on municipalities. 


1982—cap. 


1900—cap. 


1924—eap. 30 C.A. 


1936—cap. 
y (No levy made since 1930.) 
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ANALYSIS OF MaAntropa’s TREASURY PROBLEM 


preventive measures. The result of this work as it affects admission to institu- 
tions for the care of mentally diseased persons is apparent in the figures for 
Manitoba, as compared to those of the U.S.A., where no such programme 
has been in effect: 


Manitoba—5.9 per cent of all admissions had syphilis. 


U.S.A.—Over 10 per cent of all admissions had syphilis. (Thomas 
Parron, Surgeon General, U.S.A. Public Health Service.) 


Smallpox, diphtheria and typhoid fever are rapidly becoming disappear- 
ing diseases, due also to the increased use of the preventive measures available, 
and we feel sure that an increased expenditure of $100,000.00 under the 
Division of Disease Prevention, for the services suggested above, would further 
improve and maintain the health of our people, and thus ultimately reduce 
to a minimum the now uncontrollable expenditures for hospitalization, care 
of aged and infirm persons, and maintenance of persons suffering from mental 
disease and mental defect. 


Summarizing the above statement, the following increases in expenditures 
over the actual expenditures for the fiscal year ending April 30, 1937, will have 
to be provided in our next estimates for the fiscal year ending April 30, 1939: 


@hilde Welfare sity.& elie ou ae neler Pink RES Fok Ide eter th nit ain Janse ald $ 10,000 
Destitution invUnorganized Merritory, (4.4 5¢0% okie ea eet 6 ae 20,000 

Mental Hospitals: 
Breve HO rn Be he ise Ee re EK Betasig (eRe “Sas a terraetadlectc la Tells Makes AEE Pd 39,000 
Selita cer are Shy nN ea Peet 9 UN ORs eta Dae. Jeet teh tae oh re ok 33,000 
VATE POP een maak POEM fe Rie ladys tan tychmmaa nes Aen ao henadolver vitgheae eters rans 7,500 
School for Mental Defectives at Portage la Prairie ....................0-45- 43,000 
Grantsstogtlospitals:s.: cae ey acy keke, Co ara crane ey snc merinereus rie as 10,000 
CarevolaA cedrand- In Airti., «yy yces Lee ok OArY aoc Dek PEA es amet ns al vas 20,000 
DIScASeHETEVENtLON Mauss meter eee Reet heii REE eet iel acsreae ena ete 100,000 
‘Total Ae eats $282,500 


MANITOBANS AS CANADIANS ENTITLED TO RECEIVE THEIR SHARE OF NATIONAL 
Minimum STANDARD OF Revier Without WRECKING FINANCES OF PROVINCE 
AND MUNICIPALITIES IN OrDER TO PROVIDE SucH A STANDARD 


We believe that there should be a reasonable minimum standard of 
education, public welfare, relief and other social benefits provided for Cana- 
dians in all parts of Canada. We submit that the conditions which we have 
just described indicate that at the present time in many respects that minimum 
standard is either not being attained in Manitoba or is in jeopardy if the 
province’s financial position is not improved. Not only are we unable to provide 
out of provincial revenue a proper minimum standard under all of the 
headings that we have mentioned, but the fact is, as the Bank of Canada 
report indicates, that during the years of depression the province has been 
able to meet debt charges and, at the same time, provide the services which 
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it has rendered to its citizens, only because it has received aid from the Dominion 
government on a large scale. This aid consisted of direct loans, Dominion 
guarantees and Dominion share of Manitoba relief and reached an estimated 
total as at March 31, 1937, of $51,750,588.00. This amount of money was 
granted, lent or guaranteed by the Dominion when it would have been impos- 
sible to secure it through the ordinary commercial channels. In other words, if 
the Dominion government had not granted, lent or guaranteed this money to 
the Province of Manitoba, the province would have been forced to default. 


From the foregoing explanation of the trend of provincial finances in 
western Canada generally, and in Manitoba in particular, it is obvious that 
a continuance of the present policy means that those provinces in which the 
need for social assistance is greatest are, largely as the result of the con- 
ditions that created the need, the least able to provide such assistance. The 
fact that not only Manitoba, but also Saskatchewan, Alberta and British 
Columbia, have had to go miilions of dollars into the debt of the Dominion 
government as the only source whence they could secure money for relief 
is conclusive proof of this. 


The Honourable Charles A. Dunning, in his Budget Speech, on February 
25, 1937, reported that as at February 15, 1937, the western provinces owed 
the Dominion the following sums for relief advances only: 


DY PSL TILHO) Cy WY epee Oy 1k ee eer DAE Se ati il a AOA AD do Pay, © $ 19,415,856 
Saskatchewan....<.c¢s0ne erin Adie cele i, coche Ae RY Seat hee ee 51,898,717 
AT ert 2% 208 a ete tecs cc ares Re ee cate aor ge ne ae Se 25,759,748 
British (Coltumbiate ce ye ces, ee ee cc a ka tee Le Ue Bt eas 30,345,079 

Total......... $127,419,400 


Tue INSUPERABLE DISADVANTAGE OF FINANCIAL PLAN OF CONFEDERATION 
IS THAT IT WILL NOT WORK 


The natural economic disabilities which affect citizens of this province, 
to say nothing of the economic disabilities under which they suffer as the 
result of certain branches of Dominion government policy, do not disentitle 
them to a national minimum standard of social benefits. This they are not 
now receiving in proper measure. We are faced here with the condition in 
which at least three of the provinces of Canada find themselves insolvent. 
For some years past they have not been paying current expenditure, including 
relief, which is by any proper test a current expenditure. They have not been 
able to borrow for relief purposes, or more realistically and accurately stated, 
they have not been able to fund their deficits in the money markets. If the 
Dominion government had not lent the money with which to meet their 
current expenditures, including relief, they would have long since gone into 
default. Whatever, therefore, may be the theoretical disadvantages or advan- 
tages of the financial plan of Confederation, it has an insuperable practical dis- 
advantage in that it will not work. It has not worked in any of the three 
prairie provinces for at least five years. 
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The Honourable Charles Dunning, commenting on this situation, said in 
the House of Commons: 


May I point out that if we continue along the road we have been travelling we 
shall soon reach the point at which, in connection with several of the provinces, the 
Dominion will be the principal creditor. Indeed, continuing at the rate at which we 
have been accumulating obligations of this kind, we may be sure that we have not 
far to go until we reach the stage where the Dominion might be the majority creditor 
of a province. Is that a desirable condition into which to drift? We have only to 
continue drifting along the lines followed in the past five years to reach that situation 
within a measurable time.* 


_ Not only has the financial plan of Confederation not worked, but there 
is no indication that it will work for all provinces, even with the return of 
such normalcy as we can legitimately expect. 


To prevent the western provinces and municipalities being forced into 
default, Canada must provide an alternative plan which will work; or be 
prepared to face the inevitable consequences of such default to the business 
and financial world and to the credit of all Canada. 


ADVANTAGES TO INDUSTRIAL PROVINCES UNDER CONFEDERATION 


We have set out the position of the Manitoba treasury after 67 years of 
Confederation. We have seen that the Dominion-provincial plan of Confedera- 
tion was unsound from the beginning and that this has contributed in large 
measure to the treasury problems of Manitoba. But since the question might 
be raised as to why Ontario and Quebec have been able to prosper under this 
same plan and other provinces have not been able to pay their way, it is 
pertinent to quote the Honourable Mr. Rogers, writing in The Canadian 
Forum, December, 1934, under the title “One Path of Reform,” as follows: 


The tendency of the tariff system of Canada has been to concentrate manu- 
facturing activity in the provinces of Ontario and Quebec, whereas the burden of 
maintaining the protective tariff has been distributed throughout all the provinces 
and falls with particular weight upon those provinces whose income is derived 
chiefly from primary production and export markets. The abnormal concentration of 
manufacturing activity in the central provinces has had important effects upon the 
productivity of income taxes and corporation taxes in the various provinces. It has 
increased to a marked degree the number of companies subject to direct corporation 
taxation in the provinces of Ontario and Quebec. It has also contributed materially 
to the larger corporation and individual incomes of these provinces. It is not too 
much to say that the protective system has fertilized the income tax field in Ontario 
and Quebec by a process which has resulted in the partial impoverishment of this 
field of taxation in other provinces whose economic development has been prejudiced 
by the effects of the fiscal policy of the Dominion. 


As an example of this let us compare the various income groups paying 
Dominion income tax in Manitoba and Ontario, respectively, in 1935-1936. 


(See Table 12.) 


*Hansard, Volume III, Session 1936, p. 2855. 
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TABLE 12 


Tur Numper or Inpivipuat TAXPAYERS AND AMOUNT PaIp uNDER THE INCOME WaR 
Tax Act, Cuassiriup AccorDING To IncomE Ciass Groups IN MANITOBA AND IN ONTARIO, 


1935-1936 
Manitoba Ontario 
Income Class APSE 22) 3) 58 Re 0D co N Ee ERRATA BA ESESEN BLES ca LS 
(In Dollars) No. Amount No. Amount 
Under 2.000 verter. cc eine 6,155 $ 61,532.19 40,408 $ 450,417.83 
Z:000=25- O00 eee: + see 2009 55,035.52 21,963 485,481.09 
6.000= AjO0OL OF KAIROS. 328. 1,586 61,826.91 12,507 534,560. 64 
A: 000= 25000 Sar cen wc rte i TO) 61,688.45 5,901 492,597.38 
5:000=2630008 8 ice scene. 8 400 55,235.35 3,152 459,597.48 
6:0002)/7, 000 esos 280 58,732.94 1,986 447,126.56 
7,000 8,000 Se... DEM. - Be: Q14 62,295.85 1,294 397,177.95 
8 000-89 OOO. tos bea cag aepatenene 112 42,474.53 875 387,581.08 
S000=10; 000 ccieteiechewh oe 78 36,700. 07 642 341,990, 73 
TOSVOG=15 0008 ae kes iooie aie 188 163,141.70 1,594 1,439,139. 43 
15;000=20.0005 Leen eee. oe - 52 79,743.88 661 1,173,888. 96 
90;000=25, 0005 os. . enas cioncka > 85 78,919.99 338 1,029,644. 21 
25, 000-SOs0000%, Hatake Nias 16 64,548.10 179 762,882.64 
$01000-=85, O00sy. shreds: spe s 8 49,039.08 123 758,702.13 
85,000=40- 000s 2. nr gee eee 7 52,481.51 65 512,315.67 
40,000—-45,000.............. 5 59,783.10 56 515,309.99 
45:000-50;0008 R.. Bas cae cas ck scpedel SOE ay Bes 8 ae 36 401,622.51 
50;000 and GVer  beckrcnhins) Perna le eee ore tiers 152 6,216,354. 46 


Total, ener ae ee eT ae $1,043,179. 17 91,932 $16,806,390. 74 


As another example we may cite the case of one of the largest mercantile 
corporations in Manitoba. This corporation, although having its head office in 
Ontario, has millions of dollars invested in Manitoba, upon which large sums 
are earned as interest and profits. Yet very little personal income tax accrues to 
Manitoba from these earnings, and a careful search made in our succession 
duties office fails to reveal a single cent of succession duties having been paid 
in Manitoba in respect of stock held in this company. This statement will 
explain in part why, for the fiscal year ended April 30, 1936, Manitoba suc- 
cession duties collections were $375,044.60, whereas those of Ontario were 
$11,984,720.55. 


Manrrospa’s TAXATION IN RELATION TO INCOME 


Dominion tariff policy, Dominion monetary policy, certain inherent 
disabilities elaborated elsewhere in this brief, the crop failures and low prices 
of recent years, all have so reduced the income of Manitoba’s citizens, while 
simultaneously creating demands upon the provincial treasury, that, in spite 
of the most rigid economy in the general expenses of government, the per- 
centage of income collected in provincial and municipal taxes in Manitoba had 
come to be the highest in Canada in 1933. Yet this was in spite of the fact 
that Manitoba’s per capita municipal and provincial tax receipts actually 
decreased from $34.66 in 1926 to $33.55 in 1933, although they increased in all 
other provinces except Alberta and Saskatchewan. 


Similarly, although the net public debt of the province only increased 
by a smaller proportion in Manitoba between 1926 and 1935 than in any other 
province of Canada on a per capita basis in this same period, this same debt, 
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as a percentage of wncome, showed a rate of increase just about equal to the 
average for Canada. Manitoba’s aggregate municipal and provincial public 
debt, as a percentage of income, was second highest in Canada in 1933. 


Manitoba’s debt and taxation problem can be stated, therefore, in either 
of two ways. It can be said, as in Part V, that the burden of debt and taxation 
in Manitoba is high in relation to income; or the relationship can be stated in 
an equally correct and perhaps less misleading way by saying that since 
public debt and taxes both arise in respect of services rendered to individuals 
by the government, the extent of those services, as measured by either per 
capita debt or per capita taxation, being approximately equal to the average 
of all provinces, is not at all out of line in Manitoba as compared with other 
provinces. In fact, having regard to a variety of provincial problems and dis- 
abilities not arising from its own policies which are elaborated elsewhere in 
this brief, it is a modest provision. The gist of the problem is the income of 
Manitoba’s citizens, which is low in relation to public debt and taxation. The 
lowness of provincial income is caused by the disabilities which we have just 
referred to but the precise effects of which, although undoubtedly oppressive, 
are difficult to isolate and measure; and by Dominion monetary and tariff 
policies, the effects of which we have measured in Parts IIT and IV of this brief. 


Matin Causes oF Manrtrosa’s TREASURY PROBLEM 
The main causes of Manitoba’s treasury problem, therefore, are: 


1. The fact that the nation and its provinces are trying to work under 
a Constitution and a financial plan which is part of it, both of which were 
conceived upon the basis of a social philosophy quite different from that under 
which governments have to meet the demands of today. 


2. The fact that the financial plan of Confederation and its amendments 
from time to time erroneously assumed that increases in the expenditures of 
provincial government would be proportionate to population; that the 
economic advantages of all the provinces under Confederation would be 
approximately in proportion to population and that, therefore, the provinces 
could be adequately and justly subsidized by equal payments, in proportion 
to population. 


3. The fact that the judicial interpretation of that Constitution and that 
plan has cast the responsibility of fulfilling the new demands for social service 
and relief upon the limited tax base and variable and varied taxable capacity 
of the provinces, whereas the economic fact is that such responsibility can 
only be sustained by the unlimited tax base, and the more uniform taxable 
capacity of the whole nation. 


4A. The fact that the adverse effects of certain Dominion policies and of 
other disabilities have been to lower Manitoba’s provincial income to the 
point at which it will not sustain a reasonable per capita burden of public 
debt and taxation. 
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5. The fact that due to the adverse effects of Dominion policies and 
other disabilities, and to its attempt to discharge responsibilities quite beyond 
its financial capacity, Manitoba has accumulated a capital debt, the charges 
upon which absorb almost 50 per cent of its budget on current account. 


The problem, as distinct from its causes, is clearly that of restoring 
balance to the budget on current account of the province of Manitoba. 


It is scarcely necessary to say in reply to those who point out that this 
budget has shown a surplus during the past three years, that this condition 
of apparent balance leaves out of account: 


1. Net capital borrowings for relief which, for the period between April 30, 
1930, and April 30, 1937, amounted to $23,736,570.51; and which for the last 
fiscal year ended April 30, 1937, were over four million dollars. 


2. Deficiencies in the appropriations for: 
a. road and building maintenance; 
b. the care and housing of the insane and mental defectives and 
other public welfare charges; 


ce. educational grants. 
All of these deficiencies are false economies. Some of them will eventually and 


inevitably involve the province in the expenditure of larger sums of money 
than a prudent present provision would entail. 


As shown by the departmental statements of budget deficiencies herein- 
before set out, the increases over the actual expenditures for the year ending 
April 30, 1937, immediately required in this connection are as follows: 


DEPARTMENT OF PusLic Works AND LABOUR 


Road maintenance: yee ea geks Saracen: eles os A eee $ 815,000.00 
Aids to municipalities, mining roads, unorganized territory, etc. 261,000.00 
ihabourlaw enforcement.) 1h = ee eee ee eet ee 35,000.00 
Buildingimaintenancel, 24 es eG eee ee eee. See 50,000.00 


$1,161,000. 00 


DEPARTMENT OF HEALTH AND PuBLIC WELFARE 


Increases as stated in summary of departmental statements, totalling...... 282,500.00 


DEPARTMENT OF EDUCATION 


General increase in grant required to raise standard of education 


throughout the province to a desirable minimum........ $1,000,000. 00 
Technical education (te aot ee eee en eee ree 100,000.00 
1,100,000.00 
Total eiidd eae: CNSR. AEE eae epee Pin Bite aie cdc oe $2,543,500.00 


3. The fact that provincial revenues include the substantial proceeds of 
certain taxes, the imposition of which are justified only upon the basis of 
emergency. The Special 2% Income Tax is said by many to fall within this 
category. The collections from this tax during the last fiscal year were 
$1,825,388.59. 


42 


ANALYSIS OF MANITOBA’S TREASURY PROBLEM 


In addition to the urgently required current increases in expenditure 
above noted, the following capital expenditures are required to provide 
accommodation for the mentally diseased and mentally deficient: 


New buildings at Selkirk and Brandon required within six years .......... $500,000.00 
New buildings at Portage la Prairie for mentally deficient, required immed- 
Lately ey, NY Mek: Ate. ae Oe ee Mite SOG eae nd CARS KC Oem oP 300,000.00 
Miscellaneous buildings at Selkirk, Brandon, and Portage la Prairie, 
required:immediatel yin. 5 sone. ane ees Us Sais rc ua Se 35,000.00 
Rotel: SAlot 2 wie PATE ee? Nom Sp VRied c Weme Oreeite yeUnn ae Mi TR EONS Cn rent Ak ie $835,000.00 


It is therefore abundantly clear that from any rational and realistic view- 
point the budget on current account of the Province of Manitoba is actually 
out of balance by a much larger sum than the four million odd dollars which 
it was necessary for the province to borrow for relief purposes from the 
Dominion in the last fiscal year ending April 30, 1937. 


ALTERNATIVE Mrtuops or BaLanctnc Manrropa’s BuDGET ON 
CuRRENT ACCOUNT 
This budget, like all others, can be balanced by increasing revenues 
and/or decreasing expenditures. 
Certain hypothetical methods have been suggested. 


We submit the following as being worthy of examination, viz.: 


To Increase Manitoba's Revenues: 


1. By an enlargement of the provincial field of taxation by empowering 
the provinces to impose indirect as well as direct taxation. 


Or. 


2. By increasing the Manitoba Government’s revenue by financial assist- 
ance from the Dominion treasury in one or more of the following forms, 
(leaving untouched the problem of taxable capacity and the present fields of 
taxation) : 


(a) by an increase in subsidy; 
(b) by the Dominion’s abandoning the field of direct taxation; 


(c) by a sliding allowance to the provincial governments on a basis 
of the disadvantage to them resulting from Dominion policies, as 
established by a certain index to be agreed upon; 


(d) by distributing on a per capita basis of relief population among 
the provinces, the proceeds of a special tax to be levied by the 
federal government throughout the entire Dominion, sufficient 
to cover the whole cost of relief in all provinces. 
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To Decrease Manitoba’s Expenditures: 


3. By reduction of expenditures: 


(a) for general expenses of government; 

(b) for debt charges by debt conversion at lower interest rates; 

(c) by reducing the rate of incurring of new debt, which under 
present conditions, can only take the form of enabling Manitoba 
to refrain from borrowing to finance relief. 


4. By the Dominion government’s assuming the responsibility for and 
paying a larger part of the costs of social services and relief. 


Tuer EssentTIALS OF A New FINANCIAL PLAN 


In weighing these hypothetical solutions it is first necessary to determine 
the essentials of the new system of Dominion-provincial relationships which 
we seek as a solution of our present difficulties. 


The original terms of Confederation assigned certain responsibilities to 
the provincial governments. The trend of judicial decision has been to widen 
rather than to narrow the scope of these responsibilities. As R. A. MacKay* 
points out, ‘‘Nor is it possible for the Dominion itself to perform those func- 
tions entrusted to the Province.t If the Province does not perform them, 
they remain unperformed with the result that the whole scheme of government 
established by the British North America Act breaks down. The performance 
by the Province of its proper functions is thus vital to the continued 
existence of the Dominion as well as of the Province itself.’ Thus it is essential 
that we have a practical plan. 


It Must Be a PracticaL Phan Wuicu WILL ContTINUE TO 
WorRK UNDER CHANGING CONDITIONS 


It must work in the sense of enabling the weakest province in Confedera- 
tion, if efficiently managed, to discharge its responsibilities now and in the 
future without drifting first into debt and then into default. If a proposed- 
plan in this sense will not work and will not continue to work, in the face of 
changing conditions and political thought, then there is no use considering it. 


Since the present plan so obviously does not work, a fundamental change 
is therefore needed. How should we approach that change? Should we approach 


*See memorandum of Financial Relations between the Province and the Dominion with particular reference 
to Nova Scotia, amongst the appendices of Province of Nova Scotia Royal Commission Provincial Economic 
Inquiry, 1934, page 19. 

{ Except possibly in the case of emergency when the general power of the Parliament of Canada under 
Section 91 to legislate for “‘peace, order and good government” of Canada might enable it to act. See Toronto 
Electric Commissioners v. Snyder, A.C. (1925) 396. (MacKay’s note). 
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it as the Fathers of Confederation did or intended to do, that is, by setting 
up a strong central government and an inexpensive kind of provincial 
machinery to do a slight amount of local work? We suggest that, with the 
advantages of hindsight, we now know enough about the cost of provincial 
administration in Canada to think that with the greatest conceivable limitation 
upon provincial powers and functions, provincial government could not be 
carried on in the inexpensive manner envisaged by Sir A. T. Galt. This is 
particularly so in western Canada, where provincial problems arising from 
variability of income, dependence upon export markets, population dispersion, 
and submarginal settlement exist, of which the Fathers of Confederation 
could have had no conception. Moreover, in view of the volume and extent 
of services now demanded by people from governments everywhere, it is 
impossible to suppose that provincial governments could be operated with 
Dominion subsidies and territorial revenues without imposing reasonable 
direct taxation. 


To maintain the services now demanded of federal, provincial and muni- 
cipal governments in Canada, taxation, which in the aggregate is much higher 
than that required to finance the laissez-faire conception of governmental 
responsibility in 1867, is now essential. The problem is to so reallocate between 
the provinces and the Dominion functions of government and fields of taxation, 
that the cost of maintaining necessary services will not be increased by over- 
lapping and will be so equitably distributed that there will not be placed upon 
certain economic regions or economic groups insupportable burdens which in 
themselves create disequilibrium in the national economy and thereby diminish 
the national productiveness and create unemployment. An indispensable 
requisite of any such reallocation is that the government left with a function 
to discharge shall in fact have, and continue to have, a sufficient revenue to 
discharge that function along with all others for which it is left responsible. 


PROPOSAL TO ENLARGE PROVINCIAL FIELD oF TAXATION 


Let us examine the proposal to enlarge the provincial field of taxation, 
for example, by permitting the provinces to levy indirect taxes. There are 
several objections to this proposal. 


Firstly, the taxable capacity of Manitoba, if not western Canada, has 
already been exploited to the full within the present field of direct taxation. 
Except to the extent, therefore, that changes in national policy or in other 
conditions affecting provincial income increased Manitoba’s taxable capacity, 
there would be no purpose in its attempting to invoke the power to impose 
indirect taxation, unless perhaps to provide a substitute for objectionable 
direct taxes to be repealed. Thus the value of this power to impose direct 
taxation would depend upon the taxable capacity of the province which 
sought to invoke it. The province which needed the greatest returns from it 
would get the least. For these reasons it is unlikely that it would be a practical 
solution to the financial problems of the poorer provinces. 
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It is worth while to consider the facts of a case in point. 


In 1936, recognizing the impossible position of certain provinces, the 
Honourable Ernest Lapointe* moved that an humble address be presented to 
His Majesty the King praying for an amendment to the British North America 
Act to enable the provinces to impose indirect taxes upon retail sales and 
places of amusement or entertainment. 


The inadequacy of this proposed enlargement in the provincial power of 
taxation as a solution for Manitoba’s financial difficulties at that time is 
indicated by the following facts and comparisons: 


The whole of Manitoba’s own share of relief and relief works for the fiscal 
year ended April 30, 1936, amounting to $3,357,027.38, had to be borrowed 
from the Dominion as the only source whence money could be borrowed by 
Manitoba. If it had been paid for out of current revenue, which was the only 
proper method, it would have increased the provincial budget from $14,- 
438,873.44 to $17,795,900.82. Manitoba’s share of relief and relief works in 
1936, a year quite typical of the period from 1932 to 1936, was, therefore, the 
equivalent of no less than 22.7 per cent of the province’s 1936 budget on 
current account, or the equivalent of 44 per cent of the controllable expendi- 
tures for that year. (Being $14,438,873.44 less debt charges of $6,821,253.13, 
or $7,617,620.31.) 


But Winnipeg was also borrowing its share of relief costs in 1936. These 
amounted to $1,604,040.21, which was 18.47 per cent of Winnipeg’s entire 
budget on general account including schools but excluding debt charges. 
Thus, if it were the intention of the Dominion government to widen the field 
of taxation available for Manitoba and its municipalities (taking Winnipeg as 
the example in the present case) in order to pay for relief as a current expendi- 
ture, it would have involved raising that year by indirect civic or provincial 
taxation upon retail sales and hotel and restaurant patronage no less than 
$4.,961,067.59 (over and above the monies required to pay the shares of relief of 
all other cities and municipalities in the province). Moreover, this would have 
been on top of heavy customs taxation which, as has been shown, bears with 
particular severity upon Manitoba; a Dominion sales tax of eight per cent; 
and provincial and municipal taxation which, in relation to income, has the 
distinction of being the highest in Canada. Nor is that all. This extra $4,961,- 
067.59 of indirect taxation would have been imposed in spite of the fact that 
as between 1931 and 1936 the controllable expenditures of the province had 
been cut by no less than 22.31 per cent or an amount of $2,187,439.97, and 
Winnipeg’s “‘total municipal operating expenses,”’ exclusive of direct unem- 
ployment relief, between 1931 and 1936 had been cut by $371,619.05, or 8.37 
per cent. That this proposed widening of the provincial field of taxation in 
the light of these facts was utterly without practical significance as bearing 


*Hansard, page 2795, British North America Act. Proposed Amendment Relating to Taxation and Guarantee 
of Provincial Debts. 
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upon Manitoba’s problem is transparently clear. Moreover, this difference of 
$4,961,067.59 is so large an amount that no mere improvement in the provincial 
income or taxable capacity would produce enough revenue to take up $4,961,- 
067.59 of slack on relief account alone, leaving aside all question of restoring 
governmental services and Winnipeg’s civic services made deficient by the 
$2,187,439.97 and the $371,619.05 cuts in controllable expenditures above 
mentioned. Enlarging the field of taxation does not even touch the problem. 
Some more fundamental adjustment is required. 


ENLARGEMENT OF PROVINCIAL FIELD OF TAXATION WOULD 
INCREASE OVERLAPPING 


The possession by the provinces of this power of indirect taxation would 
set up overlapping of federal and provincial taxes over the whole field of 
taxation. With the Dominion’s invasion of the income tax field we now have 
overlapping direct taxation. From the taxpayer’s standpoint we should not 
multiply this evil by extending the power of indirect taxation to the provinces. 
In this connection it requires to be emphasized that the discharge of legislative 
and administrative responsibilities, which overlap as between the Dominion 
and the provinces, requires the levying of federal and provincial taxes to defray 
the cost of such overlapping Dominion and provincial services. Thus any 
division of the field of taxation between the Dominion and the provinces, 
no matter how scientific, would not wholly prevent the overlapping of 
taxation if there still remained any overlapping of services, because the over- 
lapping services would have to be paid for by taxes levied by the Dominion 
in part, and by the province wholly, upon the income of persons in a given 
province who were simultaneously provincial and federal taxpayers. 


Hence, if overlapping taxation is to be avoided completely, it can only 
come about through the avoidance of the overlapping of services. It is, of 
course, aggravated and intensified by extending to the sphere of indirect 
taxation the overlapping which now obtains in the field of direct taxation. 


PROVINCIAL POWER TO IMPOSE INDIRECT TAXES IS DISRUPTIVE OF 
BOND OF CONFEDERATION 


But perhaps the most conclusive argument against empowering the 
provinces to impose indirect taxation is the one developed with so much force 
and point by the Right Honourable Arthur Meighen,* and not successfully 
contradicted, that the logical and even likely result of conferring such powers 
upon the provinces would be to enable them, by imposing indirect “ad rem” 
taxes upon transactions and upon goods imported into a given province from 
other provinces, to set up what would be, in effect, a system of trade barriers 
between provinces which would be in the highest degree disruptive of the 
whole scheme and bond of Confederation. 


*Senate Debates, 1936, pages 316-317. 
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PrRoposaL TO INCREASE MANITOBA GOVERNMENT REVENUES 


The second main alternative course is to increase the income of the 
Manitoba government by financial assistance from the Dominion government, 
taking the form of: 


a. an increased subsidy; 
b. the Dominion’s abandoning the field of direct taxation; 


ec. a sliding allowance to the provinces based on estimated disadvantages 
to them resulting from national policies, as established by a certain 
index to be agreed upon; 


d. distributing to the provinces upon a per capita basis of relief population 
the proceeds of a special federal tax of general application throughout 
the nation, sufficient to pay for the entire cost of relief. 


INCREASE IN SUBSIDY BASED ON FISCAL NEED 


With the possible exception of the subsidy adjustments made in respect 
of the retention by the Dominion of the western natural resources (wherein 
the adjustment seems to have proceeded upon the principle that a province 
has a constitutional right to adequate compensation for the impairment of 
its sources of revenue) the adjustments from time to time of the subsidy were 
made upon the actual basis of fiscal need, whatever may have been the colorable 
basis set up as a formula for these adjustments. Moreover, the actual subsidies 
allowed to the provinces which first entered Confederation were based upon 
fiscal need. This was also true even of the conditional subsidies or grants-in-aid 
given to the provinces to assist in the performance of a function of government 
assigned to the province, which it was in the national interest to discharge 
and which the province, by reason of fiscal need, could not perform without 
federal assistance. ; 


If fiseal need is the real basis of subsidy allowance, then the sensible 
course is to frankly adopt it as such; and if the subsidy be retained as the main 
device of Dominion-provincial financial relationships, to determine a suitable 
formula for fiscal need applicable to all of the provinces with their varying 
circumstances and requirements; and then distribute subsidies upon the basis 
of that formula. 


But, since in so doing even the pretence of equality of treatment, which 
has been maintained throughout the years, would have to be abandoned, it 
is conceivable that its abandonment would evoke the hostility of those 
provinces whose fiscal need was relatively small, if, indeed, they had in relation 
to the Dominion any fiscal need at all. Moreover, it would seem that there 
would be considerable difficulty in determining upon a formula for fiscal need 
which would be satisfactory to all provinces of Canada whether they received 
much, little, or nothing according to it. Even after the formula was agreed 
upon it seems reasonably certain that great difficulty would ensue in applying 
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it. R. A. MacKay, for example, suggests that there would be certain obligations 
upon the province which sought aid upon the basis of fiscal need to show that 
its administration was efficient; that its functions were not unduly advanced 
or more extensive than those of other provinces; and that it was levying a 
fair burden of taxation.” 


But who would be the judge as to whether the province had met these 
obligations? Upon what standard of efficiency of administration and of taxation 
would the judgment be based? Suppose the province failed to meet any one 
or more of these standards and yet was in dire need through misfortune or 
even directly through its own extravagance and mismanagement. Would it 
nevertheless be helped, or be left to default and thereby inevitably produce 
an adverse effect upon the credit of its fellow provinces (particularly those in 
the same geographical or economic area), and of the Dominion.f All of these 
considerations seem to indicate that the suggestion that the subsidy be 
refurbished, modernized and made to serve is one which neither the prob- 
abilities of the future nor our experience in the past establishes as a satisfactory 
solution of our problem, unless perhaps the subsidy were so changed in its 
characteristics as to cease to be a subsidy as we know it. Most students of 
Dominion-provincial relations are agreed that the subsidy arrangement has 
been a most unsatisfactory one in practice. 


The government of Manitoba is not opposed to the subsidy in theory, 
but, upon the basis of past experience, is skeptical as to the possibility 
of securing the assent of all provinces to a system of federal subsidies 
actually based on fiscal need and actually adequate to meet that need. Hence, 
rather than continue the subsidy as the main instrument of federal assistance 
of provincial finance, we submit that what is more likely to be workable is an 
arrangement between the Dominion and the provinces which will be more 
automatic in its workings; which will work reasonably well under all vicissitudes 
of provincial affairs; which will obviate periodical negotiations between the 
Dominion and the provinces and arguments as to the formulae and the appli- 
cation of formulae; and which, we think, given reasonable management of 
provincial affairs, will enable all provinces of Canada to carry on without 
difficulty once their present position of financial difficulty has been cured. 
We therefore shall propose to the Commission the treating of the subsidy in a 
manner which we shall outline in a later part. We shall also recommend an 
arrangement which will involve the Dominion government’s assuming and 
paying for a substantially larger share of the responsibility for the new social 
and other services now demanded of the state. Only by this means can the 
burden of these expanding services be placed upon a tax base which is capable 
now and in the future of supporting it. : 


*See Memorandum on the Financial Relations between the Provinces and the Dominion, in Appendices to 
Nova Scotia Royal Commission Provincial Economic Inquiry of 1934 at page 37. 


{See ibid., page 34, for the views of Rt. Hon. R. B. Bennett on such a situation. 
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PROPOSAL THAT DOMINION RETIRE FROM Fie LD oF Direct TAXATION 


That the suggestion that the Dominion retire from the field of direct 
taxation falls short of being a suitable arrangement is well stated by the 
Honourable Mr. Rogers in his article, “One Path of Reform,” in the Canad- 
ian Forum of December, 1934, where he says: 


Those who have advanced this proposal have assumed that such a division of the 
income tax field would permit the provinces to meet their growing responsibilities 
for the maintenance of social services out of revenues collected by provincial taxation. 


It needs but a brief examination of the results that would attend the adoption 
of this proposal to show how inequitable and unsatisfactory it would be in practice. 
The tendency of the tariff system of Canada has been to concentrate manufacturing 
activity in the provinces of Ontario and Quebec, whereas the burden of maintaining 
the protective tariff has been distributed throughout all the provinces and falls with 
particular weight upon those provinces whose income is derived chiefly from primary 
production and export markets. The abnormal concentration of ‘manufacturing 
activity in the central provinces has had important effects upon the productivity 
of income taxes and corporation taxes in the various provinces. It has increased to a 
marked degree the number of companies subject to direct corporation taxation in 
the provinces of Ontario and Quebec. It has also contributed materially to the larger 
corporation and individual incomes of these provinces. It is not too much to say that 
the protective system has fertilized the income tax field in Ontario and Quebec by a 
process which has resulted in the partial impoverishment of this field of taxation 
in other provinces whose economic development has been prejudiced by the effects 
of the fiscal policy of the Dominion. When, therefore, the provincial distribution of 
income is considered in relation to the effects of fiscal policy, it is apparent that the 
withdrawal of the Dominion from the individual income tax field would benefit most 
those provinces which stand least in need of additional revenues. It would exaggerate 
the disparities in provincial finance which already exist and which have been aggra- 
vated by the unequal effects of national fiscal policies. 


A study of the income tax collections from the various provinces of the Dominion 
will indicate that on the basis of existing rates the provinces which are mainly depend- 
ent on agricultural production would gain very little by an arrangement which 
would give them the proceeds of individual income taxes within their boundaries. 
The invasion of this field of taxation by the Dominion was fortuitous but fortunate. 
It enables the Dominion to act as a redistributing agency through which some 
portion of the profits accruing through the protective tariff can be utilized either for 
direct subsidies to the provinces which have suffered most through the effects of the 
tariff or for the maintenance of common standards of social services throughout the 
entire Dominion. There is nothing to prevent the provinces from imposing income 
taxes if they desire to do so. It is evident, however, that the retirement of the Domin- 
ion from this field of taxation would accentuate the unequal effects of tariff policy 
upon the financial position of the various provinces. 


PROPOSAL THAT DOMINION MAKE A SLIDING ALLOWANCE TO 
PROVINCES BASED ON INDEX OF DISADVANTAGES TO 
PROVINCES FROM NATIONAL POLICY 
The suggestion that the Dominion government should make the provinces 
a sliding allowance based on estimated disadvantages to them, resulting from 


national policies, as established by a certain index to be agreed upon, is sound 
enough in theory, but in practice we submit that all of the difficulties which 
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have been experienced with regard to arriving at the proper subsidy to be paid 
to the province, would be met with in arriving at the index by which this 
allowance was to be paid. As in the case of the subsidy, the Manitoba govern- 
ment is not opposed to this proposal in theory; but although willing to co- 
operate in a consideration of its possibilities, is extremely dubious as to the 
chances of securing the agreement of all of the provinces to a sliding allowance 
which would be adequate to meet the needs of the poorer provinces, and to 
an index which would work satisfactorily. 


PROPOSAL TO DISTRIBUTE TO PROVINCES PROCEEDS OF A NATIONAL 
TAX TO FINANCE UNEMPLOYMENT RELIEF 


The distribution to the provinces upon a per capita basis of relief popula- 
tion of the proceeds of a special federal tax levied upon the whole nation, 
earmarked for relief purposes, and sufficient to pay for the entire cost of relief 
out of current expenditure, is, in our judgment, the only practicable solution 
of the problem of financing relief, short of the taking over of the same, both 
as regards financing and administration, by the Dominion government. If it 
could be contended that relief could not be administered much more efficiently, 
cheaply and rationally by the Dominion government than under the present 
system, we would strongly urge upon this Commission the distribution of this 
relief tax as above outlined. But for reasons which we shall shortly give, we 
believe that the administration by the Dominion government of relief and 
unemployment insurance and of a national employment service is so much 
to be preferred to the present inefficient and overlapping service, however 
financed, that the Dominion government should take over the administration 
as a move thoroughly desirable in itself, quite apart from the fact that by so 
doing the Dominion government would fulfill the imperative necessity of 
relieving the Western provinces from the present insupportable burden of 
relief. 


Proposau to Repuce PRovINcIAL GOVERNMENT EXPENDITURES 
The third and fourth main alternative courses are: 
3. Reduction of expenditures: 


a. for general expenses of government; 
b. for debt charges; 
c. by reducing the rate of incurring new debt for relief purposes. 


4. By the Dominion government assuming and paying for a substantially 
larger share of the costs of social services and relief. 
PROPOSAL TO REDUCE GENERAL EXPENSES OF GOVERNMENT 


Dealing with these proposed reductions in order named, we ask the Com- 
mission to note that from what has already been said herein, it will be apparent 
that any substantial additional savings in the reduction of the ordinary expendi- 


5 1 


ANALYSIS OF MAnrTOBA’s TREASURY PROBLEM 


tures of the government of Manitoba are not practicable. It is a fact vouched 
for by the Bank of Canada after examination of Manitoba’s affairs and 
accounts that fairly substantial increases should be made in the ordinary 
expenditures of government in order to bring governmental services up to a 
desirable minimum. The needs for such increases in ordinary expenditures 
have already been stated. 


PROPOSAL TO REDUCE DEBT CHARGES 


As regards debt charges, it will be equally apparent that in any programme 
looking to the rehabilitation of Manitoba’s finances, the conversion of her 
public debt at substantially lower interest rates is an indispensable feature. 
Business men, financiers and taxpayers generally deplore increases in taxation 
not more than politicians who tend, in specific cases, to be the first victims of 
the public reaction to such increases. Unhappily, financiers and business men 
view with an alarm equal to that which an increase in taxation inspires in 
them, the least deviation from strict observance of debt contracts in general and 
government bonds in particular. It is apparent from the most superficial exa m- 
ination of the following figures that it is in respect of the items of Public Welfare 
Charges and Debt Charges, in which substantial increases have taken place, 
that substantial economies can be effected, looking to a reduction of taxation. 


Per Capita Cost in Manitoba Years 

1881 1891 1936 
Publics Debt cw, Shes tee Ee eee ee es $ .53 $9.60 
General Expenses of Government.................. $1.60 1.13 1. 66 
Education Yorn) Seo e . SERS e ee cert eee .38 .85 2.44 
Public Welfare 4 ite) 2 2 20Ce 2 taledoy Ie eget gal ll 23 Geral 
Public: Works? tte ee Be ee eee ae: 1.57 eal? 1.93 
Public; Domainweeiel Oe Lote ete a ateian te ots 05 50 96 


Debt charges, as these figures show, are a heavy item. In 1936 charges 
on the gross debt absorbed 47.24 per cent of Manitoba’s budget. It is 
banal but true to say that if we do not convert our debt we must continue to 
pay a disproportionate part of our whole budget for debt charges. Thus to 
balance our budget and/or reduce taxation we must convert our debt at 
substantially lower interest rates. 


By way of illustration let us look at some Manitoba figures. Manitoba’s 
total net production in 1926 was $347,804,991.00. Her taxes for the nearest 
fiscal year ending April 30, 1927, were $5,342,046.86. Her debt charges for 
that year were $4,061,419.00. 


Manitoba’s total net production in 1933 was $165,927,693.00. Manitoba’s 
taxes for the nearest fiscal year ending April 30, 1934, were... . $7,542,199 .00 


If Manitoba’s revenue from taxation had been decreased in 
proportion to the 52.3 per cent decline in total net production 
between 1926 and 1933 it would have amounted to.......... 3,598,157 .00 


with a resultant loss in taxation revenues of................. $3,944,042 .00 
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In connection with these figures it should be noted that Manitoba’s 
combined provincial and municipal taxation, as a percentage of income, was 
the highest in Canada in 1926 at 6.37 (all provinces 5.11), and again in 1933, 
at 14.36 (all provinces 10.34). 


As we have said, if taxation had decreased in proportion to total net 
production in the year ending April 30, 1934, it would have been .$ 3,598,157 .00 


Non-tax revenues in that year were... ....0..........00.05. 6,424,722 .00 
Total revenue in that year would then have been ........... $10,022,879 . 00 
The debt charges in the year ending April 30, 1934, were..... 6,707,544 .00 


Which would have left for all other functions of government. .$ 3,315,335 .00 


Actually there was spent for government services in the year 
ending April 30, 1934, not including debt charges, the sum of. .$ 7,295,989 .00 


And there was spent for the province’s share of relief (which 
was treated as a capital expenditure but which should be 


fifanced on current -aACcOUNE) lg ek EE RENE Oe CO 1 2,329,019 .00 
There was, therefore, expended for these purposes........... $ 9,625,008 .00 
To meet which we would have had, as above noted ......... 3,315,335 .00 
Which would have left on current account a deficit of ....... $ 6,309,673 .00 


But, meanwhile, Manitoba’s controllable expendi- 
tures which, in the year ending April 30, 1931, 


Werersriro. wolintt sill Shen eae $9,805,060 .00 
Had been reduced, in the year ending April 30, 

MOS4n topsels ets lila. a Peo Eh epee 3 7,295,989 . 00 
Making a reduction for the period of .......... $2,509,071 .00 


We mention these figures to indicate to what absurd conclusions one 
can be led by the argument that taxes should be reduced, but that debt 
charges must under no circumstances be reduced. These figures also show how 
difficult it is to make any headway with Manitoba’s financial problem with- 
out reducing debt charges; and the extent of the heroic measures which have 
already been taken by the Manitoba government pending an examination of 
our case, by means of drastic taxation and equally drastic economies, to 
uphold the credit of Manitoba and, in so doing, that of Canada. We say “‘pend- 
ing an examination of our case” advisedly because it must be abundantly 
clear that these measures cannot be maintained much longer unless relief in 
some form now being sought is extended to this province. 
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PRoposaLs TO REDUCE CHARGES AND BORROWING FOR 
SoclAL SERVICES AND RELIEF 


Items 3 (c) and 4 last above mentioned, relating respectively to the 
reduction in the rate of incurring new debt for relief purposes and the proposal 
that a substantially larger share of the costs of certain social services and 
relief be assumed and paid for by the Dominion, may be considered together. 


Proposal THAT DoMINION ASSUME AND Pay FoR A LARGER SHARE OF THE 
Costs oF SOCIAL SERVICES AND RELIEF 


Let us examine for a moment the proposal that a solution can be found 
of the problem of the Dominion-provincial financial relationships, by leaving 
the provincial field of taxation as it is and having the Dominion assume and 
pay for a substantially larger share of the costs of certain social services and 
relief, 


In considering these proposals the social services here discussed may be 
divided into three classes: 


First: Unemployment relief, unemployment insurance and employment 
service. Particular emphasis should be placed on this class. 


Second: Those services which our present experience leads us to believe 
can only be efficiently administered under provincial auspices. Such services 
would include all those in which local administration was necessary and in 
which the exercise of local discretion would determine to a large extent the 
ambit of the service and its cost; e.g., child welfare and hospitalization. 
Since the province cannot continue to finance this type of service unassisted 
it is suggested that the Dominion should contribute a substantial percentage 
of such cost, under strict regulations made by the Dominion government as 
to the efficient management and control by the province of such services. 


Third: Such services as old-age pensions, in which the claim upon 
the state comes into existence automatically, providing certain facts, which 
are easily ascertainable and easily checked, are first proven by the claimant. 
As to these services which are now substantial and which will, in all likelihood, 
continue to increase, the logical solution is that they should be administered 
and financed by the Dominion government as it is the body which has an unlim- 
ited taxing power over the taxable capacity of the whole Dominion. Only in 
this way can a common minimum standard of social service be provided for 
Canadians in all parts of Canada without inevitably involving certain 
poorer provinces in default. 


Let us first consider this suggested course in the light of the intentions 
of the Fathers of Confederation. It is apparent that since they obviously 
considered that the work left to the provinces would be an insignificant amount 
to be done with an inexpensive machinery, they could not have intended that 
it should include services which have now become so extensive and costly. 
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It would seem clear that these services were not contemplated at all, but that 
if they had been they would have been considered as falling under the Domin- 
ion’s residual power. Certainly, from an economic standpoint, the functions 
attributable to demands of an entirely novel character made upon the state 
in Canada should be maintained by the Dominion government which has an 
unlimited field of taxation. This is especially so in view of the fact that the 
provincial government has been under the necessity of sharing even its 
limited field of direct taxation with the Dominion government. 


As the Honourable Mr. Rogers pointed out in an article from which we 
have previously quoted, the British North America Act, 1867, was an expres- 
sion of the political philosophy of “‘laissez-faire.’’ The scope of government, 
particularly in respect of social services, was narrowed by this philosophy. 
The effect of the judicial interpretation of the British North America Act has 
been to place the new social responsibilities of government upon the provinces 
which are unable to maintain them. This has intensified the “laissez-faire” char- 
acter of the Canadian Constitution in an era during which political thought, at 
least in the matter of the social responsibilities of government, is moving 
away from the “‘laissez-faire’’ idea. The provision under Confederation for 
governmental social services was a narrow one. Judicial interpretation has 
further narrowed it at a time when public opinion was attempting successfully 
to broaden it. The clash between the social demands of public opinion and 
the narrow provision for social services in the Canadian Constitution—i 
practical effect still further narrowed by judicial interpretation—has been at 
the expense of provincial treasuries. These demands will not subside. On the 
contrary, the tendency is for them to multiply and grow. For example, our 
population structure is such that twenty years hence we shall have, in all 
likelihood, twice as many people over seventy years of age in Manitoba as we 
have today, with resultant consequences upon the cost of old-age pensions. 


The facts which we must recognize and take into account, as stated by 
Governor Towers in his address to the shareholders of the Bank of Canada, 
on February 23, 1937, are that: 


The character of governmental responsibilities has changed materially during 
the present century. The budgets of 25 years ago—whether they pertained to the 
Dominion, or to the Provinces or to the Municipalities—contained no expenditure 
for old-age pensions or mothers’ allowances, and the charges for hospitals and public 
health were much smaller than the amount required today. Still less was there any 
unemployment relief. These expenditures arise from an altered conception of public 
needs and governmental responsibilities. This change imposes a necessity for financial 
administration of a high order if the burden if to be equitably distributed, or indeed, 
if it is to be borne at all. 


Costs oF RELIEF 


It is here relevant to indicate the size of the burden of providing unem- 
ployment relief in Manitoba. 
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The size of the burden which was to be maintained upon the limited tax 
base and limited, varied, and variable taxable capacity of the province of 
Manitoba is indicated by the following table: 


TaBLe 13—UnNeEMPLOYMENT Rewtier Costs In Manitogsa, 1931-1938 
Provincial share only 


Fiscal Year Rural Single Relief Family or Total 
Ending ne Rehabilitation Men Works Direct Relief For Year 
April SOs LOST ooo STE Pe aa 22 1 ae eee $ 264,697.20 $ 294,603.61 $ 559,300.81 
April SO8OS2 a. ain ee pao. cisect Wel a a mn 1,901,999.49 1,113,246.88 3,015,246 .37 
April SO! SSS eee $ 24,822.64 39,720. 42 1,065,105.48 1,551,698. 28 2,681,346. 82 
April SO. LOSE we ace &.sa tins 47,163.90 294,872.55 35,240.43 1,951,742. 76 2,329,019. 64 
April 30, 19385........... 45,158.11 251,679.38 156,540.38 2,995,186.00 2,548,563 . 87 
April'30)1986% 7.0. Anas 68,784.00 257,290.69 1,162,475 .93 1,868,476.76 3,357,027 .38 
April:S0519S vm wan. abyusaite 80,602.84 459,409.05 1,756,597 .73 1,763,457. 61 4,060,067 . 23 
April 30, 1938*.......... 95,000.00 430,000.00 1,012,100.00 2,000,000.00 3,537,100.00 

Oval ne cee Ria eee $361,531.49 $1,732,972.09 $7,354,756. 64 $12,638,411.90 $22,087,672.12 
*Estimated. 


The total cost of relief and distress and unemployment in the Province 
of Manitoba from October 31, 1930, to April 30, 1938 (the cost for the fiscal 
year 1938 being an estimate only), is $63,019,275.98, classified as follows: 


Tassie 14—Gross Cost oF RetizF, DoMINIoN, PROVINCIAL AND MUNICIPAL 


Estimated 
As at Expenditure 

Type of April 30, for the Year 
Relief 1937 April 30, 1938 Total 
Direct and Family Relief, includ- 

ing Drought Area............ $32,758,453. 63 $6,000,000. 00 $38,758,453. 63 
Reliefs Works! \jcreee . fee. cae 16,136,449. 48 2,515,500.00 18,651,949. 48 
Single Menta ous. cet Ai. Sam ee aes 3,701,537. 60 1,000,000.00 4,701,537. 60 
Rural Rehabilitation........... 682,335.27 225,000.00 907,335.27 

Total eet acre ec tee $53,278,775.98 $9,740,500. 00 $63,019,275. 98 


These amounts are so large that we perhaps unconsciously refrain from 
relating them to Manitoba’s budget. When this is done, however, their 
staggering proportions are emphasized. For example, in the twelve months 
of 1936, January to December, the cost of relief in Manitoba to the three 
governments, Dominion, provincial and municipal, was $11,727,047.79. This. 
amount equals 81.21 per cent of the total of Manitoba’s ordinary expenditure 
for all purposes including debt charges in the fiscal year ending April 30, 1936. 
This aforesaid amount for the calendar year of 1936 was over 50 per cent 
more than all of the controllable expenditures of the provincial government 
put together in the fiscal year ending April 30, 1936. 


For each of the calendar years from 1933 to 1936 the average number of 
individuals on relief was as follows: 


LOSS Ae tosh ie act ret: Le ets loderst aah Oe ceed teea: Gein oe 77,699 
LOB Saree eerie Sete gS chek iei apse sayy eT Rane oe abet are Ope Lene 79,754 
LOSG oa ern terete Ske eiees caters aceats, Orage tetea ceo ates te cEeN ee me Ee 81,712 
LOSGcaspeeme ete. thenen whee anc bt At Aa MUONS the ot deme eee 86,033 


The amount borrowed by Manitoba from April 30, 1930, to the present 
(less repayments to date) in order to pay for its own share of unemployment 
relief and those portions of the municipalities’ share which it has had to lend 
to municipalities is $23,736,570.51. 
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_ Beyond doubt this is a financial problem of the utmost gravity and 
importance. Unless, and until, it is solved there can be no sound policy of 
public finance in Canada, and particularly in the western provinces. 


WorKING Ovr or Present Revier System In NationaL Economy 


Let us scrutinize the present division of responsibility for relief as between 
the municipalities, the provinces and the Dominion government. 


We have in Canada four major industries which, in order of value of 
their products in 1935, were as follows: 


Marmufacturinie. ney) gee ene Skee ee $950,170,000 
Agriculture Jo Mhis:de6 VEU DRE PEG! 622,772,000 
Manin gas, ht oe enero enyrd cu hoe ee eer) Aenea e. 238,581,000 
WOLOSUDV syticacrs Sa Cor es Se eS eM ee eee tors 227,500,000 


The three primary industries of agriculture, forestry and mining are 
directly dependent upon export markets. Manufacturing is dependent to a 
less extent directly upon export markets, but depends in substantial measure 
upon selling its products to those engaged in agriculture, mining and forestry; 
and is thus indirectly dependent upon export markets as well. 


Each of these three primary industries operates in reasonably well defined 
economic areas. Each of these three primary industries is operated by reason- 
ably well defined labour groups. Suppose, as has happened, that the market, 
shall we say, for newsprint collapses. The men in that industry are thrown 
out of employment. The men in that industry, as taxpayers and consumers in 
the economic area in which their industry is located, cannot pay taxes and 
cannot pay their debts or buy from merchants and others. It may be, and 
likely is, that the export market for newsprint is quite beyond the control of 
our governments in Canada. Certainly, if Federal control over national trade 
and monetary policies will not prevent the export market from collapsing, or 
shield the nation to some extent from the effects of the collapse, the provincial 
government even with its wide jurisdiction over property and civil rights 
cannot pass any laws or take any action to prevent or shield us from such 
collapse. More certainly, the hypothetical City of Sturgeon Falls, in the heart 
of the depressed area, could not have prohibited the collapse by a municipal 
edict or law. 


So the collapse takes place and inevitably brings with it the train of 
events—disbanded bush gangs, closed mills, unemployment, suspension of 
interest and dividends on many newsprint investments—the effects of which, 
in the aggregate, we can call an economic disequilibrium in our national life. 
Under our present arrangement our method of dealing with the relief costs 
arising from this economic disequilibrium is to load as much of them as we can 
as municipal taxes upon such of the citizens of Sturgeon Falls as are not yet 
bankrupt and upon such property as has not yet been sold for taxes; and 
then as much of these relief costs as the city can borrow upon the same 
citizens and property as municipal debt. If the city has been prudently and 
carefully managed, it may borrow a great deal, whereas if the city fathers have 
extravagantly incurred an already insupportable debt, they may not be able, 
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and therefore not be compelled to borrow anything for relief. Next, as 
much of these relief costs as can be borne is cast upon the same citizens of 
Sturgeon Falls, and, of course, all other citizens of the province, as provincial 
taxes and provincial public debt. Finally, the residue of the load is borne by 
the Dominion government. 


For a nation whose national income is so poorly distributed among such 
a small number of major industries, all of which are dependent in such great 
degree upon export markets, this method of cushioning the effects of the 
depression in any one of the industries is economically unsound and unfair. 


If there is an unavoidable disequilibrium which in itself directly casts a 
heavy burden of reduced income upon Sturgeon Falls and its citizens, are we 
going to cure it by piling on this reduced income the primary cost of unemploy- 
ment relief, or by distributing the cost of relief as widely as possible over the 
whole nation? What incentive is there for sound municipal finance if we reward 
it by exhausting, for relief purposes in as many months, the credit that has 
been built up by many years of prudence and economy? What investor in his 
right senses is going to buy the bonds of even a well-managed municipality, 
or province, in a sound financial position if he has to underwrite in doing so 
the possibility of the municipality or province being ruined by a burden for 
which it has not, and was deliberately intended by the Fathers of Confederation 
not to have, the proper means to provide? 


Let us suppose, as has also happened, that a collapse takes place in all 
industries at the same time. The figures which we have brought before you 
indicate that even then the decline in the income among the industries, 
economic areas and labour groups is not uniform. Even upon the basis of 
income, there is room for an evening up. But it is notorious that in Canada, 
wealth which has been produced in abundance in the primary producing areas, 
northern Ontario and northern Quebec, western Canada, the Maritimes, and 
British Columbia—western Canada, for example, has produced wheat alone 
to the gross value of over seven billion dollars since it was opened up—tends to 
concentrate in the industrial and banking centres. In national emergencies is it 
not wise, not only for western Canada, the Maritimes or British Columbia 
and the other primary producing areas but for the industrial centres and their 
citizens as well, if only upon the plane of self-interest, to preserve from bank- 
ruptcy and disaffection a large economic area in which there is a valuable 
market for industrial goods, which has been of great value to them and will 
be of great value again? The industrial centres will undoubtedly have this 
market if we adopt wise policies. The cost of those policies will be a very cheap 
price indeed to pay for the salvation and continuance of such a market, to say 
nothing of the great social and political benefits which would also accrue. 


Errect or Present RELIEF System Upon Lanp TAxeEs AND 
Buitp1Inc RECOVERY 
In taking care of a given number of unemployed persons it has been 
found that it costs a great deal more to provide relief works for them than it 
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does to provide direct relief. The financing two-thirds of the cost of relief 
upon the tax base of the province and municipalities, therefore, creates a 
tendency to favour immediately economical direct relief rather than the pro- 
vision of work. As long as relief is thus financed, any large system of relief 
works is virtually impossible. Moreover, even in respect of the works which 
are authorized, the Dominion grant is usually made conditional upon the 
province and municipalities paying a portion of the cost at a time when, 
upon any rational basis, they are wholly unable to do so. This practice hastens 
the financial downfall of the province and the municipalities by loading an 
insupportable burden upon the narrow tax base which the municipalities and 
the province must share between them. 


Another obvious disadvantage of this system is that land, as the form 
of wealth which must bear a large percentage of municipal taxation (for 
amongst others, relief purposes), has become so heavily burdened that a large 
and growing proportion of it is being forfeited annually to the municipalities 
and cities by tax sale. Moreover, the unduly heavy land tax is a serious handi- 
cap in another direction. Recovery elsewhere has been associated with a 
revival of the capital goods industries. Many eminent economists think that 
in the revival of the capital goods industries lies the greatest hope for recovery, 
and for ending unemployment. In western Canada the most conspicuous 
example of the capital goods industry is the building trades. We have a real 
need of more houses—for the accommodation of our overcrowded population, 
and to provide work for our unemployed population. A housing programme is 
the obvious remedy. What stands in the path of it? Excessive land taxes—the 
direct result of our method of handling and financing social services and 
unemployment relief. The burden of the land tax is the greatest single obstacle 
to the recovery of the building trade, for the simple reason that no one can 
erect houses upon land so burdened, to rent at even the smallest rate of profit, 
for a price that tenants can afford to pay. Thus the workmen in the building 
trades remain idle, on relief, and by consuming without producing add still 
further to the burden of the tax that stands in the way of a building programme 
which would give employment. 


This is recognized by the Purvis Commission, which states in its interim 
unemployment report at page 9: 
It is realized also that the study will probably throw light on the extent to which 
taxation practices now in force are tending to hold back the normal functioning of 
real estate activities in the country’s economy. 


However, examination showed that there were two fields in particular in 
which prompt action was most desirable:— 

1. In the construction industry where employment was still at an abnormally 
low level and where the recovery was lagging badly all over the country in relation 
to that experienced in other industries. 

2. In agriculture where, owing to low prices in previous years for farm products, 
and also to drought conditions, many farmers had for some time found themselves 
unable to continue to employ winter help. 
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PRESENT RELIEF SyStEM Dors Not Exempt DoMINION GOVERNMENT 
FROM A Heavy FINANCIAL BURDEN 


According to the Bank of Canada Report on Manitoba’s Finances, page 21, 
the total assistance in the form of loans, guarantees and Dominion share of 
relief costs, as at March 31, 1937, was $51,750,588.00. The present system 
cannot be favoured on the plea that it enables the Dominion to escape in the 
long run a liability which should be the Dominion’s responsibility in the 
short run. Moreover, since the income of a province will produce so much 
taxes and no more, anything that the Dominion saves under the present 
system of relief administration will have to come out of the holders of provincial 
bonds in a manner which will do little to credit the honesty of the Canadian 
people or the intelligence of Canadian statesmen. 


As a matter of fact our approach as a nation, or rather should we say, 
the joint approach of our municipalities, provinces and the Dominion govern- 
ment, to the problem of unemployment has been singularly unintelligent. 
It has been stated* that from the beginning of the problem in 1931 we spent 
under Dominion, provincial and municipal auspices more than $800,000,000.00 
before we even took the trouble to have a national registration and classification 
of persons on relief, which was inaugurated in September, 1936, under the 
authority of the Hon. Mr. Rogers. Until this was done and the various aspects 
of the whole problem sorted out and analyzed it is difficult to see how rational 
objectives could with any precision be conceived, much less pursued. However 
else one may regard this joint unconcern as to basically relevant facts, one 
cannot regard it as a recommendation for the present system. Meanwhile the 
payment of relief moneys to employables over a long period of time has 
undoubtedly had the effect of substantially reducing the numbers of 
employables and substantially adding to the number of unemployables. 


Report oF Purvis COMMISSION 


Having reached this point in the joint handling of the unemploy- 
ment problem under the combined auspices of municipalities, provinces and 
the Dominion, a Commission is appointed under the chairmanship of Mr. 
A. B. Purvis, which at long last comes to grips with fundamentals and in 
doing so necessarily comes into collision with the dead hand of our Constitution. 
The result is stated on page 15 of the Commission’s Interim Report: 


As it is held that the division of authority under the British North America Act 
gives to provincial governments exclusive jurisdiction in the field of civil rights, the 
prior obligation in meeting dependency rests primarily with the province, or, in 
turn, the municipality. And while appreciating that changing conditions in economic 
life; the limited taxation powers of local units of government; and the fact that 
Dominion policies affect local employment opportunities, have led to participation 
by the Dominion in meeting the cost of economic dependency, nevertheless the 
Commission strongly recommended that, as long as the present constitutional basis 
exists, the method introduced in 1934, of granting aid on a temporary or emergency 


*See The Financial Post—Front page editorial in issue of October 16, 1937, an estimate based on a compilation 
which appeared on Page 8 of the Statistical Summary of the Bank of Canada for April, 1937. 
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basis without definite or adequate control should be abandoned by the Dominion 
and the following basic principles accepted :-— 

1. That the primary responsibility for the relief of distress should remain with 
the municipal authority and/or the province; 

2. That the Dominion should contribute thereto only when in its view it is 
shown that a practical necessity exists because of the unusual nature or extent of the 
distress; 

3. That the Dominion should attach such conditions in the granting of such 
aid as it deems necessary and proper with due regard to— 

(a) Careful co-ordination of effort, and 
(b) Supervision through the designation of a proper Dominion authority. 

In handling the question of aid distribution it is in the opinion of the Com- 
mission of the utmost importance that great care should be taken to provide such aid 
as is given under its proper name. In other words, it is considered that unemployment 
aid should be only given where it is demonstrated beyond doubt that unemployment 
is in question. 


The broad breakdown of the different types of aid which it is proposed should 
therefore be used in future is as follows:— 

1. Persons ordinarily “gainfully working” on a self-supporting basis, but 
requiring aid due to economic causes (generally referred to as “unemployed” 
persons) ; 

2. Persons requiring assistance or relief due to physical, mental or social handi- 
cap (generally referred to as “unemployable” persons). 

As previously shown, Dominion aid to provinces and municipalities has been 
restricted in intent and policy to the relief of those in the first main group, but in the 
unusual pressure of recent years, and largely attributable to the adoption in 1934 
of the lump sum payments to provinces, in practice there has been a general tendency 
for provinces and municipalities to apply Dominion aid to the relief of both types 
of distress. 

The problem now is so to re-align the administration of Dominion aid as to 
ensure that the Dominion shall contribute only for persons who are ordinarily self- 
supporting, which aid would, therefore, diminish with improved economic and 
agricultural conditions. 


NEW RELIEF PROCEDURE RECOMMENDED IN INTERIM REPORT OF 
PURVIS COMMISSION 

A statement of the practical steps to be taken to secure grants-in-aid is 
then set out. The formal application of the province must be accompanied 
by evidence showing the financial need and the relief need of the province, and 
those of its municipalities seeking help. 

The conditions upon which these grants-in-aid are to be made include 
the restriction of Dominion aid to those ordinarily self-supporting and to 
those areas for which Dominion aid is given. 

The Commission goes on to say on page 17 of its report: 


The Commission is now engaged in preparing its recommendations in regard to 
the second main division of those requiring relief, i.e., the “organization of assistance 
and relief to those suffering from mental, physical or social handicap,” and addition- 
ally in connection with the co-ordination of aid, assistance and relief measures, 
including voluntary relief. Recommendations to cover these further phases of the 
subject will be subsequently submitted. 


It seems to be a fair inference from the foregoing that the Dominion will 
restrict its grant-in-aid to the financing of relief given to employables. 
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If this is so, then the implementing of the Commission’s report means 
simply that in addition to the burden which the provinces and municipalities 
are now carrying they will have to take over the entire cost of caring for 
58,261 fully and partially unemployable persons plus their dependents, 
to the support of all of whom the Dominion government is now contributing. 
According to the accepted priority of responsibility under the present practice, 
the cost of caring for these unemployables would fall upon the municipalities. 
Winnipeg, for example, would have to take over 2,694 of these, of whom 829 
are heads of families, whose dependents would also have to be maintained. 
Manitoba and its municipalities, as a whole, including Winnipeg, would 
have to take over 4,580 of whom 2,235 are heads of families with dependents 
requiring to be supported. This arrangement would put the municipalities 
of Manitoba, including Winnipeg, in a substantially worse position than their 
present impossible one. In the absence of some compensating form of assistance 
to meet the situation thereby created it would mean further municipal default 
in the near future. The provincial government and certain municipal govern- 
ments in Manitoba cannot go on indefinitely borrowing money to maintain a 
relief burden which has always in justice been the responsibility of the national 
government. To increase that burden at this juncture will simply hasten the 
inevitable end. 


We should like in this connection to reserve the right to make further representa- 
tions on this point when the final report of the Relief Commission comes to hand. 


Tue British SYSTEM 


The Purvis Commission, in its interim report, has made it quite clear 
that, “As it is held that the division of authority under the British North 
America Act gives to provincial governments exclusive jurisdiction in the field 
of civil rights, the prior obligation in meeting dependency rests primarily with 
the province, or, in turn, the municipality”; also that, “‘as long as the present 
constitutional basis exists,” the basic principle “‘that the primary responsibility 
for the relief of distress should remain with the municipal authority and/or 
the province” should be accepted. Certain conclusions are imposed upon the 
Purvis Commission as a result of these constitutional limitations to its field 
of enquiry and of reeommendations. The conflict between the law and economic 
fact which we see here is an epitome of the whole problem with which this 
present Royal Commission is now concerned. Apart from these constitutional 
limitations, however, one would think that the interim report of the Purvis 
Commission in its general approach and certainly in regard to its recom- 
mendations for a national employment service was inspired by the British 
system which has been described as the best in the world. What was the 
British experience? 


To quote Davis on this point:* 


Unemployment assistance in England in its various stages during the last depres- 
sion was financed first through advances from the insurance fund, then from joint 
*See ‘‘ They Shall Not Want’’ by Maxine Davis, published 1937 by the Macmillan Company, New York, at 


pages 215 and 216. For a more comprehensive treatment of this same subject, see Chapter XX of ‘Social 
Administration Including the Poor Laws” by J. J. Clarke, published in 1935 by Pitman & Sons, Ltd., London. 
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contributions from the national treasury and the county and county borough 
councils, which as a matter of fact met only a small portion of the cost. Under the 
last and newest law, almost the entire burden of expense for this relief is borne by 
the country as a whole. Great Britain found that decentralizing relief was unsatis- 
factory and financing it with various types of contributions was likewise unsound in 
practice. It made both administration and payment the responsibility of the central 
government. 


This is the sum and substance of the British relief policy. The unemployment 
insurance supplements the savings of working people over short periods of unem- 
ployment. Unemployment assistance provides them with a meagre subsistence when 
they are unable to find jobs before their insurance expires. There is a third form of 
relief—the poor laws. But as the poor laws are local and are no longer charged with 
the problem of unemployment relief, they do not concern us here. 


Unemployment relief in Great Britain is administered with surprising efficiency 
and with very few charges of corruption or favoritism. 


In part this is due to the appellate provisions, which exist not only for the 
insurance scheme but for public assistance. If Tom Miller is dissatisfied with the 
decision of the area office concerning his unemployment assistance allowance, he 
may appeal to the nearest of 139 tribunals consisting of a chairman and two members. 


The justice with which the system is administered is largely due, however, to 
the fact that the staff again is a part of the enviable Civil Service. 


Highly specialized social scientists are not so common among them as in our 
(United States) various relief administrations. Nor, because they do not attempt 
the multitudinous functions, are there comparatively so many employees. The staff 
of the Unemployment Assistance Board, from the chairman to typists, messengers, 
and cleaners in the various offices, number slightly more than 6,000. Compare this 
with the 185,766 persons who were employed by the Federal Emergency Relief 
Administration—taking into consideration the fact that our population is about 
three times that of Great Britain! 


British ExcHEQUER CONTRIBUTES 95 PER CENT OF THE CosT OF 
RELIEF OF THE ABLE-BODIED UNEMPLOYED 


In answer to protests made by the local authorities that they still had to 
pay too much, the Right Honourable Neville Chamberlain, then Chancellor 
of the Exchequer, said:* 


With regard to the general question as to whether local authorities have or have 
not been liberally treated under the substantial proposals of the Bill (Unemployment 
Assistance Act, 1934) .. . To put it in a nutshell, what is the use of talking about the 
old story of taxation without representation when, as a matter of fact, the Exchequer 
is contributing 95 per cent out of 100 per cent of the cost of relief of the able-bodied 


unemployed? 


As to this, the Right Honourable Viscount Sankey, then Lord Chancellor, 
said on the Second Reading of the Bill (Unemployment Assistance Act, 1934) 
in the House of Lords: ' 


The estimated cost to local authorities during the “standard year’’ of the relief 
of the able-bodied unemployed which will be transferred to the new Board is 6,500,000 
pounds. Of this sum the local authorities are to contribute 3,600,000 pounds. The 


*Hansard, Vol. 286, col. 972; see also whole debate, cols. 941-986. 
+Hansard, House of Lords, Vol. 92, col. 899. 
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authorities, however, receive block grants from the Exchequer which amount 
to about 23 per cent of their total expenditure. The effect of this is that the 
sum which authorities will have to find from the rates will be about 2,100,000 pounds 
a year up to March 31, 1937, when this matter, together with the block grants, will 
fall to be reviewed. Against this sum there is to be contrasted the expenditure in 
respect of able-bodied unemployed falling directly upon the Exchequer, for which 
provision of a figure approaching 50,000,000 pounds has been made in the current 
financial year. The disbursements from local rates, therefore, amount to less than 5 
per cent of the charge in respect of the relief of able-bodied unemployed not entitled 
to benefit. In addition, there is the Exchequer contribution to the unemployment 
insurance scheme, which for 1934-35 is estimated to be 20,800,000 pounds. 


DoMINION ADMINISTRATION AND FINANCING OF RELIEF ONLY METHOD oF 
Provipinc UnitrorM NATIONAL MInIiMuM STANDARD OF RELIEF 


It is submitted that there should be a uniform national minimum standard 
of relief and social services to which Canadians as Canadians wherever they 
live are entitled; and that with the variation in income between the various 
provinces of Canada, and the variability of income from year to year in the 
same province or provinces, having the entire administration and financing 
of relief handled by the Dominion government is the only satisfactory way of 
providing it. It is explicity submitted moreover, that the Dominion government 
responsibility in this regard should extend to those unemployables and partial 
unemployables who, not being partially or wholly unemployable at the time 
when they went on relief, have become so as a result of their unemployment 
continuing or being permitted to continue under the present method of joint 
relief administration. These men and women are now unemployables not as 
a result of their own original unemployability, but as a result of their own 
continuing unemployment and consequently form a part of the unemployment 
problem for which the Dominion government should assume responsibility. 
It will be noted that what we are suggesting does not offend the principle 
that it is wrong for a government to spend money which it has not the respon- 
sibility of raising. Our suggestion is that the administration as well as the 
financing should be wholly under Dominion auspices. 


DomINIon RELIEF SCHEME WovuLD REVOLVE AROUND NATIONAL 
UNEMPLOYMENT INSURANCE AND NATIONAL EMPLOYMENT SERVICE 


That a national system of unemployment relief administration would 
work much better than the present system, and that it is the only system that 
is likely to work satisfactorily, is indicated by certain features of the Canadian 
economy. Canada has a relatively narrow distribution of the national income 
amongst three major exporting industries, the prosperity of which is subject 
to international as well as domestic conditions. A portion of Canada is highly 
industrialized, and faces the employment problems peculiar to industrializa- 
tion. [t is also dependent in large measure upon the prosperity of the exporting 
industries for its markets. Under these conditions it would seem inevitable 
that any rational unemployment relief administration should revolve around 
a national unemployment insurance scheme. The establishment of any number 
up to nine separate provincial unemployment schemes is unthinkable either 
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from an economic, financial or political point of view. Therefore, if there is to 
be an unemployment insurance scheme, it must be under federal auspices, 
nation-wide and associated, as in Great Britain, with the type of national 
employment service recommended by the Purvis Commission.* 


THE CONSTITUTIONAL DirricuLty EXAMINED 


The basis upon which the burden of relief has been placed upon the 
provinces and municipalities is a legal one arising from the interpretation 
placed upon certain sections of the British North America Act by the Privy 
Council. This basis is described in detail in Part II of this brief. Its effect is 
tersely stated in the selections which have been quoted from the Purvis Com- 
mission’s Report. 


It may be noted in passing that this Commission recommends that, as 
long as the present constitutional basis exists, the method of granting aid by the 
Dominion to the provinces shall be upon certain basic principles set out in 
the report. Whether we can assume from the clause in italics above noted 
that if the present constitutional basis had not existed or ceased to exist, the 
Commission’s recommendations would have been, or would be, different from 
those made, we may point out that the same constitutional difficulty exists 
with respect to the appointment of this national employment service as exists 
with respect to the assumption of relief by the Dominion government. Pro- 
vincial acquiescence does not overcome this constitutional difficulty. It is, of 
course inconceivable that any of the provinces would question the validity of 
the appointment of such a national employment service. Not only is its appoint- 
ment an essential step towards rationalizing unemployment relief in Canada; 
but the cogent reasons for its appointment so succinctly developed in the 
report are precisely the reasons why in the whole field of relief adminis- 
tration, a uniform administration by the Dominion Civil Service is the only 
thinkable solution to present difficulties. The only thing that stands in the 
way of the Dominion taking over relief as it should is the constitutional 
difficulty; and this same difficulty, in spite of provincial acquiescence, would 
seem to stand in the way of the national employment service which the 
Purvis Commission has recommended. 


REASONS FOR DomMINION ADMINISTRATION AND FINANCING OF RELIEF ARE 
ANALOGOUS TO THOSE ADVANCED BY PURVIS COMMISSION FOR NATIONAL 
EMPLOYMENT SERVICE 


On the next page we paraphrase the Purvis Commission’s recommendation 
for a national employment service—with which, needless to say, we heartily 
agree—for the purpose of applying the Commission’s argument regarding the 
employment service, to the wider question of relief administration in general. 


*See The Interim Report of the National Employment Commission at page 18. 
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Text of Commission Report* 


Karly in the Commission’s investigations 
it became evident that the first and most 
vital step necessary to the successful handl- 
ing of employment, re-employment and aid 
administration problems is the development 
of more efficient Employment Services 
throughout Canada. The present Provincial 
Employment Services are in practice un- 
fitted to meet the exigencies of the situation. 
Divided responsibilities and diversity of 
aims between different provinces; unequal 
development as regards numbers, types and 
functions of local offices; unsuitable locations 
of premises; defects in provincial bound- 
aries when used as economic administrative 
units, etc., have all tended to result in the 
Provincial Employment Services not being 
utilized fully either by employer or by 
employee. 


The provision of a proper link between 
employer and employee; of local advisory 
councils supplementary to local Employ- 
ment Service offices in order to provide focal 
points for attacks on local problems; of 
means for gauging the relative degree of 
employability of those in receipt of aid, are 
of pre-eminent importance if any real pro- 
gress is to be achieved in handling unem- 
ployment problems. Indeed this is the 
experience of other countries also. 


Bearing in mind the desirability of uni- 
formity of practice where financial aid for 
the Dominion is in question; of freedom 
from local pressure in administration; of a 
Dominion source of local information inde- 
pendent of province or municipality in 
respect to unemployment assistance, etc., 
the Commission recommended in August, 
1936, that the Employment Service be 
administered nationally. In any case, the 
situation requires increased and improved 
service which will cost more, but it is recog- 
nized that national administration in itself 
would not add anything to the total cost to 
the country as a whole. The Commission, 
however, believes the extra cost to the 
Dominion government of the transfer from 
the provinces would be more than offset by 
efficiencies and, therefore, economies which 
would result. 


Paraphrase and Application of Reasons to 
Relief Administration 


It is evident that the first and most vital 
step necessary to the successful handling of 
unemployment insurance and relief is the 
development of a single, uniform efficient 
service throughout Canada. The present 
joint system of municipal, provincial and 
Federal administration and financing of 
relief is unfitted to meet the exigencies of 
the situation. Divided responsibilities and 
diversity of aims between different provinces; 
unequal development as regards numbers, 
types and functions of local offices; unsuit- 
able location of premises; defects in provin- 
cial boundaries when used as economic 
administrative units have all tended to 
result in overlapping waste and inefficiency. 

It is the experience of Great Britain that 
joint administration by the National Gov- 
ernment and county and county borough 
councils was unsatisfactory and joint financ- 
ing under the same joint auspices unsound 
in practice. 

Bearing in mind the indispensability of 
providing a uniform minimum social service 
for Canadians throughout Canada; of free- 
dom from improper local pressure and 
maladministration if and where such exist; 
and of a single Dominion source of uniform 
relief statistics as the basis of a single uni- 
form unemployment insurance and unem- 
ployment assistance policy, we submit that 
the entire administration and financing of 
relief be handled as a single national system 
by the Dominion government. The situation 
calls for an improved and uniform service 
which will cost the Dominion more, but it 
is recognized that national administration 
in itself would not add anything directly 
to the total cost to the country as a whole, 
and would indirectly effect great savings in 
removing, in part at least, the disequilibrium 
which has been caused by the present 
Dominion-provincial financial set-up in gen- 
eral, and division of responsibility for relief 
in particular. We firmly believe that the 
extra cost to the Dominion government 
would be more than offset by efficiencies, by 
the removal of improper local pressure and 
local maladministration, if and where such 
exist, and that upon balance, substantial 
economies in the long run and greater 
budgeting accuracy for the Dominion forth- 
with, would result. 


*See The Interim Report of the National Employment Commission at page 18. 
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If in this paraphrase we have presumed, and admittedly without proof, 
to refer to conditions as facts which have no existence in fact, we vindicate 
our presumption by suggesting that if, under the present relief administration 
system, such conditions do not exist, it must be quite accidental. 


An informed British view, based upon long experience, is worthy of 
quotation at this point :* 


Local authorities have repeatedly urged that the state should take over full 
administrative and financial responsibility for the maintenance of all the able-bodied 
unemployed. This was promised by the Minister of Health in the House of Commons 
in a speech made in April, 1933. To a great extent the Act (The Unemployment Act, 
24 and 25 Geo. V., cap. 29) gives effect to this principle and should result in a sub- 
stantial saving to local authorities. The administration of assistance to the able- 
bodied unemployed was imposing excessive strain on the machinery of local govern- 
ment, especially in the distressed areas. The Act and the financial provisions made in 
connection with the scheme will relieve local authorities of a large proportion of a 
very heavy burden. 


The problem is not local but national in its scope, and if it is to be effectively 
handled it must be through some national machinery. The creation of a central 
authority to administer the scheme will help in many directions. It will secure 
fairness and uniformity of treatment, subject to the varying conditions in different 
areas. The central authority will be able to co-operate more fully with voluntary 
associations which have been formed to help the unemployed. It will be able to view 
the industrial field as a whole and, through its contact with the Ministry of Labour, 
will be in a better position than a local body to help the unemployed to transfer to 
places where work is obtainable. It will be in a position to finance, co-ordinate, and 
control the arrangements for maintaining employability of the able-bodied unem- 
ployed. The scheme will remedy an injustice, as it will place on an equal footing, so 
far as state assistance is concerned, the able-bodied unemployed who have exhausted 
their insurance rights and the able-bodied unemployed who have never come within 
the unemployment insurance scheme at all. The scheme will remove a large proportion 
of the able-bodied unemployed from the purview of the public assistance authorities 
and the poor law, and will link them more closely with the industria! machinery, 
the main purpose of which is to secure for them opportunities of employment. 


The Act creates permanent machinery by which the problem may be treated 
as an industrial problem, not only by the provision of assistance for those out of 
work, but also by devoting attention to the more important question of finding work 
for the unemployed and maintaining their efficiency while they are in receipt of 
assistance from the state. 


PRACTICAL DIFFICULTIES IN THE Way or DomMINION 
ADMINISTRATION Not INSUPERABLE 


It has been said that the insuperable obstacle to Dominion administration 
is the practical difficulty of setting up and properly supervising a branch of 
the Civil Service throughout Canada for this purpose. No difficulty whatever 
was experienced in this regard in other important Dominion services such as 
the income tax service. No one suggests that it is unwieldy, or less efficient 
than the provincial services where they exist. As a matter of fact, by reason of 


*See: “Social Administration, Including The Poor Laws,” by J.J. Clarke, M.A., F.S.S., published by Sir Isaac 
Pitman & Sons, Ltd., London, 1935, at pages 213 and 214. 
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certain advantages inherent in a national administration, and which could 
have their counterpart in a national relief administration, just as the Purvis 
Commission has suggested that they have their counterpart in a national 
employment service, the national income tax collection service tends to be 
more efficient than the provincial. Where the provincial and municipal relief 
officials are efficient they could be taken over. It would be rather a remarkable 
confession for the Dominion to suggest that these men would be less efficient 
when working under Dominion auspices than when working under provincial. 
If and where the municipal and provincial officials were inefficient, they need 
not be taken over, and there should be a net gain in efficiency here. As regards 
any balance of staff which might be required, and which could not be filled 
from the existing Dominion service, it may be said that in these days when 
the services of so many young professional and other trained men of the first 
rank are to be had for a moderate figure, the argument that an efficient service 
cannot be set up is quite unimpressive. 


Moreover, the Purvis Commission, as has been noted, recommends upon 
the most excellent reasons the appointment of a national employment service 
for Canada. For reasons which have been stated, a national unemployment 
insurance scheme would seem to be an essential of any real attack upon 
unemployment. A nation-wide service is essential for the successful operation 
of each of these schemes. With the national unemployment insurance and the 
national employment service staffs housed and functioning, we submit that 
it would be more simple, more efficient and less wasteful, to make a measurable 
addition to these staffs for a national unemployment relief administration, 
rather than to continue the maintenance and housing of separate provincial 
staffs in each province, together with a great number of municipal staffs 
from one end of the country to the other as well. What is involved here is 
not merely a matter of expense. Speaking, for example, of the preliminary 
work in breaking the problem into its component parts by statistical analysis, 
the Purvis Commission states :* ; 


Considerable difficulties have been met in this phase of the work, easy to under- 
stand when it is borne in mind that in the relief registration alone the co-operation 
of officials in all the provinces and in over 1,800 administrative units has been 
required. 


In this connection the fact should not be lost sight of that of the employ- 
ables and partial employables in the whole of Canada, two-thirds of their 
number are in cities of 25,000 or over and approximately 85 per cent in towns 
or cities, so that that single uniform organization would not need to be as 
wide-spread as might appear. Many of the rural municipalities, in the entire 
number of which only 15 per cent of the persons on relief are congregated, 
could be handled by a single inspector covering a wide area. All in all, the 
difficulties are not by any means insuperable, nor anything like as incapable 
of solution as the past, present and future effects of the present system of 
relief administration. 


*See The Interim Report of the National Employment Commission at page 6. 
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SUMMARY 
In summarizing this Part we ask the Commission to find that: 


1. The original plan of Confederation was based upon a social philosophy 
which did not recognize as a responsibility of the state the provision of: 


(a) Social Services as we have them today, such as, for example, 
unemployment relief; pensions for the aged, for widows and for the 
blind; health and unemployment insurance under state auspices. 


(b) Education on the scale now demanded by the citizens. 


2. That the Fathers of Confederation specifically did not intend the 
provinces to have any responsibility for, and/or did not in the financial plan 
of Confederation provide the provinces with adequate financial capacity for 
the provision of the aforesaid Social Services and increased educational costs. 


3. That practically the whole of the increase in Manitoba’s per capita 
governmental expenditures has been in respect of the following three items: 


(a) Education. 
(b) Public Welfare and Social Services. 
(c) Debt Charges. 


4. That the critical increase in Manitoba’s debt charges has been due, 
in large measure, to the provinces borrowing for Social Services as aforesaid, 
including relief, because it did not have under the financial plan of Con- 
federation adequate financial capacity to pay for these services out of current 
revenue. 


5. That the Dominion subsidy, intended as a device in the financial plan 
of Confederation to supply such a large part of the provincial revenue that 
provincial direct taxation on a large scale could, with prudent management 
by provincial governments, be avoided, has been a rigid source of revenue to 
the provincial treasuries which have had to meet rapidly increasing expendi- 
tures. That in consequence, as a percentage of total current revenue, the 
Dominion subsidy has declined from 88.08 per cent in 1875 to 12.27 per cent 
in 1936, while in the same period direct taxation has increased from nothing 
in 1875, nothing in 1881, and .46 per cent in 1891 to 53.81 per cent in 1936. 


7. That the provision of unemployment relief should not be financed as 
a capital expenditure by borrowed money, but as a current expenditure out 
of current revenue. 


8. That, other things being as they have been, if Manitoba had 
so financed its own share of unemployment relief, and those portions of the 
municipalities’ shares which it has had to lend to municipalities, tts accumu- 
lated deficit in current account for this item alone in the period from April 30, 
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1930, to April 30, 1937, would be $23,945,637.25. This total is made up, 
$23,736,570.51 due to the Dominion and the public, plus moneys advanced 
to municipalities out of provincial trust funds to the amount of $209,066.74. 


9. That Manitoba has, in effect, funded this deficit on current account 
and has been forced to borrow almost the whole of this from the Dominion 
government because it could not borrow in the money markets. 


10. That if the Dominion government, during this interval, had not 
continued to lend to Manitoba, the province would have been unable to meet 
its liabilities. 


11. That, in the language of the Bank of Canada report: 


On the side of expenditures, Manitoba’s cuts in general government since the 
middle twenties are second only to those of Saskatchewan; her reductions of educa- 
tion, highway and public works maintenance, and in all capital expenditures are 
greater than in any other province; the only categories in which expansion has 
occurred are public debt charges and social services (old age pensions and medical 
service). It is our conclusion that Manitoba has done considerably more than most 
governments to meet its expenditures and obligations. 


Nevertheless the province has found that the steadily mounting liability for 
relief has reduced the possibilities of borrowing in the open market in order to make 
necessary or desirable expenditures. That capital expenditures in connection with 
highways and hospitals and increased current expenditures for education, public 
health and highway maintenance (to mention certain main items only) will soon 
be essential, cannot be doubted. 


12. That, again in the language of the Bank of Canada report: 


During the most of the period under review, and specifically during the last 
five years, the government of the province of Manitoba has made striking and 
commendable efforts to keep its budget balanced and to avoid unnecessary increases 
in debt, by imposing taxation on a scale at least as high as that of any other province 
in Canada, and by restricting expenditures as far as it was possible to go without 
curtailing expenditures to an extent that would not have been in the public interest. 


13. That, again in the language of the Bank of Canada report: 


We understand it to be the view of the government that additional funds must 
be obtained for the preservation of the road system, for education and for mental 
institutions. While we do not feel qualified to estimate how large an amount is 
needed for additional expenditures of a character which cannot be postponed, we 
agree that some additional expenditures are inevitable, and we are not prepared to 
say that it is practical to increase revenues by further taxation. 


14. That the expenditures made in the fiscal year ended April 30, 1937, 
by the government of Manitoba for educational grants, roads and public 
buildings’ maintenance and labour law enforcement and for care of the mentally 
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afflicted, hospitalization, disease prevention and other social services under the 
Department of Health and Public Welfare are inadequate to provide a satis- 
factory minimum standard in the services named by the amount of approxi- 
mately $2,500,000. 00. 


15. That due in large part to the financial plan of Confederation as 
interpreted by the courts, Manitoba and other provinces and a number of 
municipalities in Canada are on the verge of default or have already defaulted. 


16. That the essentials of a new financial plan of Confederation are: 

(a) It must enable the weakest province of Canada to secure sufficient 
revenue to discharge all functions left with it. 

(b) It must minimize the overlapping of functions and taxation. 

(c) It must distribute between Dominion and provinces, functions 
and taxing powers so that insupportable burdens will not be 
left upon certain provinces, economic areas or economic groups. 

(d) It must work and continue to work in the face of changing 
conditions and changes in social and political thought. 


17. That an enlargement of the provincial field of taxation is unwise. 


18. That in the long run each of the following is not in itself a sound or 
desirable solution to Manitoba’s treasury problem: 

(a) Any increase in the Dominion subsidy to an amount which is 
politically practicable. 

(b) The Dominion’s retirement from the field of direct taxation. 

(c) A sliding allowance to the provinces from the Dominion treasury 
based on estimated disadvantages to them resulting from national 
policies as established by an index to be agreed upon. 


19. That the conversion of Manitoba’s public debt at much lower interest 
rates is imperative. 


20. That short of the Dominion’s taking over the whole administration 
and financing of unemployment relief, the only practical solution of the 
problem of financing relief is for the Dominion government to distribute 
amongst the provinces upon a per capita basis of relief population, subject to 
such reasonable restrictions as to administration as the Dominion may impose, 
the entire cost of unemployment relief, either as a grant, or as the proceeds 
of a special federal tax upon the whole nation earmarked for relief purposes. 


21. That the financing of relief is quite beyond: 
(a) The present revenue producing capacity of Manitoba. 
(b) The revenue producing capacity which it is possible or desirable 
for every province in Canada to acquire under a. change in the 
Canadian constitution. 


22. That the present system of financing relief: . 
(a) Will cause the inevitable bankruptcy of many of the provinces 
and municipalities of Canada. 


71 


ANALYSIS OF MANITOBA’S TREASURY PROBLEM 


(b) 
(c) 
(d) 
(e) 
(f) 
(g) 


(h) 


(1) 


(J) 


Imposes a crushing burden of taxes upon land, and thereby, 
Retards building construction, and thereby, 

Adds to unemployment; 

Transforms employables into unemployables; 


Either does not provide a uniform standard of relief, or as the 
cost of providing such standard in certain of the poorer provinces 
and municipalities, inflicts an insupportable and unfair burden 
of taxation and public debt upon the taxpayers of these provinces 
and municipalities; 

Inflicts an unfair and insupportable burden of taxation and public 
debt upon the citizens of the municipality in which the unem- 
ployed in large numbers decide or happen to congregate; 


Leaves the conservative investor who buys gilt-edged bonds of a 
well-run and financially-sound province or municipality in the 
position of having to underwrite the risk of the unemployed in 
large numbers happening or deciding to congregate in that 
municipality or province; 

In effect, taxes the conservative investor who buys the gilt-edged 
bonds of a well-run, financially-sound province or municipality 
by a tax of up to 100 per cent of his interest and in many cases 
a substantial part of his principal, if unemployment relief in the 
province or municipality whose bonds he holds makes it necessary 
to take the moneys required to service his bonds, for unemploy- 
ment relief; and thereby, 


Destroys the credit of certain provinces and municipalities. 


23. That the financial burden of pensions for the aged and the blind and 
certain other social services cannot under the financial plan of Confederation 
and under existing conditions be borne by certain of the provinces, including 


Manitoba. 


24. That the administration and financing of relief by the Dominion is 
the wisest solution to the relief problem because: 


(a) 
(b) 


(c) 
(d) 


It would do away with all of the inequitable and subversive 
effects of the present system of relief administration; 


It would provide a uniform national minimum standard of relief 
without casting an unfair and unsupportable burden upon any 
municipality, province, or economic area; 


It would prevent overlapping in administration costs; 
It is the only system which would work in satisfactorily with: 


(1) The national employment service recommended by the Purvis 
Commission; 


(2) A national unemployment insurance scheme; 
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(e) It would conform more closely with the British system of unem- 
eae y 
ployment relief administration; 


(f) It would deal with a national problem by a national instrument 
upon a national scale, and could therefore be co-ordinated with 
national trade, monetary and tariff policies; 


(g) The practical difficulties of Dominion administration are not 
insuperable. 


25. That pensions for the aged and the blind are a class of social services 
of which efficient administration by the Dominion government is possible, 
and should be assumed by the Dominion government as its responsibility. 


26. That under existing conditions a substantial share of the other social 
services now being provided by the provinces should be assumed by the 
Dominion. 


This brings us to the conclusion of our remarks upon the Treasury 
Problem of Manitoba. We have tried to make these remarks as concise and 
yet as comprehensive as possible. We hope they will be of some assistance 
to the Commission in its important task. 


73 


AS * 


i 
ae at racesast come eats Gis 


bal 


‘revunts: Yopante 23 ale i ott, ; 


: y 
4 ON be 
H “i } ? 


j at 5 =X Qi 
SEWUAPTI Gt WEI GN  g perslcloyicg, lanoits it a bfiath aly: 
itv betinetils Bd iss i -robneds blaoy bis . Betas 
| neat jotta ‘ 
z Pry uly pest: 


uy That Git te TAI Pl 
| Not ety jenn Cera’ u hy cas! sa Pega. ait ta Wisi 


ides at Thi iy 


2 3 } nye a - 
u CF EINE FET ME ERS iho add bas baga Si Ary ’ al “aolnerog a 


Saeko ols kd Ser Leo LF] The | “on Ay wri anteater NG Faia 


dpi 
cli eo ESA ROSA Ge a et eto Bee rh 


| Lies Yok Wil nn | if ie allel 4 oe Ms at tirane ee a 
| acdt 4 Fach repel b bss nperiy 4 fy ra Hshivatd Ti) te vet ge 4957 
2 Wig . | Tg | tin meh 
* Miméed E odd on 1 AR BOT Mii, hy romertbinan alt oF gis eat oly yh Cay rh 
: THEA DOE Mite) he nek ALT Re, ised foend EY BE yit “loti bs 3 Ay pete adontt 
wsiatelenm ocd I mt, weit OM abelian ei Get tent reais PLO Ce oe 
reir iets Sorgen i ith aie bisntgar ont, GF) 
ef (et OF They on 7 
| ea ewis Helied 15s toe } 
NE! or woth es gh Av) 
pe aitaYy. lave akrenv f) bo) 
, Rees 
pelt. a . ‘alc. ty an ae ike 
S : die! 395 “iy re 


bo? RO a es Bea is gratin: 7 


1 4 ie. | gut sha E eimm {he 


i . ny , 


i oe Ad 0nd Ale Af 
hh ungic oe = 

‘ ‘ 7 ti i> ” bey onli WHS U 

. i f oo + ite pair “dl ‘ as 


ii habe twat ée denies, fs, 


a if. abe ip a iy The Aro Aa’ ‘ot) aan 


Bp: madre i. be bsi gratin: iw, me « 
chy ay eet Moh, Wael 9 ‘or it Abs efwiori 
| d pe idl Mi) 
? ot eS ity ikett ina Wigs: re rans sbi Bae 
> ' 
rr ii ao BL) ' - 1 


A ni Genk’ bsigmig binant “rants Pi 


f run 
Cee. 


yg ca om eee 
2 * to 
: Ore i Ae WV oy ; t 
* : ae ir eI phon vee 7 


ee i : pk ; on | 
ye alain oe sey Mason in nae Ares | 


ie hen sas eta 7 a 


ye 


APPENDIX B 


_ if Wwe ‘ ; te 7 a as tes ¢ 105 oe) Toa bit TY = tiga be 
sf - d eh rt a7! » 
> ve ' _ ivhat a : 


Vv : _ ee 


s 


BUA ns . rt . 
rat ae oh ; 
' bans A 
Civms | 7 
1 7 - } 


a | : 


‘aan 
ey ny 


be ales - 


{ 1] 
p40) Sa 


e L a ¢ 5 we : : : ; 1a 7 if 
het | iy \ % al ALA ie 7 : ts a - fi ‘ , 
i iy 7 AY ; ig y : 4 ry _ “ Me DP ‘ is. A 7 : 4 ey v4 1 ue a vy Lee > 
ay," \ - ' pe _ ; 7 ‘ 7 a q Me. 7 i 
; : mI oT . 7 ys in we 77 ‘ 


a vis 9 Die af | | 
J o y : | : Male ipa a 7 f ied } a a , ae e ‘7 ate ni 
| Reel et NA Cok ae ee ne? ig aan et Ae 
" by Sey - 
+ 


: : x - : 4} Wa 7 Dy ent ri. . : r ; ‘ | i. en f = at a ’ a ae : 


War; ise hie 1 : 7 a 
- 7 “ uu: 7 


) 
' ree j ~ : Ride ‘ 
; ‘ : i 
pv : 7 a J ar | of ¢ is ; wi 7 - 
; ; fd /) 7 i I ; ‘ ie ‘ 
7 i Ls 7 é ve) = yy  aeen a" 7 i fi ; _ 
: “Fi SA 9 a iy a 


Z (i ara! fe oi 
yy is i aipet 
as a P 
oan Af, , : fu i. iGime i a 1 
vue } ef 
| 
a Wy 


> : : “s ve 
i <., an ox ey ‘ 7 4, 1) ; - 
' b Oe 5 . ie > =) he ~ 


ANALYsIS OF ManitTospa’s TREASURY PROBLEM—APPENDIx B 


BANK OF CANADA 


Ottawa, February 11, 1937. 


REPORT ON THE FINANCIAL POSITION OF THE 
PROVINCE OF MANITOBA 


In response to an invitation from the Premiers of Saskatchewan and 
Manitoba and the Minister of Finance of the Dominion government, we 
undertook to make an examination of the financial positions of the provinces 
of Manitoba and Saskatchewan. It was understood that the examination 
would not imply a detailed study of all departmental expenditures and revenue, 
but would constitute a broad, general survey of the provinces’ positions and 
of the factors which have been responsible for the present situation. The 
examination in Manitoba, reported on below, was conducted along these lines. 


An outline of Manitoba’s recent financial history is a necessary back- 
ground for any appraisal of the present situation and problem. We find 
that the years from 1926 to the present, reviewed in relation to economic 
conditions in the province, may be divided into several periods with dis- 
tinctive characteristics. 


In the text which follows, statistics are used as sparingly as possible; the 
salient figures will be found in summarized form following each section; more 
detailed statistics will be available, if desired, in the form of supplementary 
memoranda. The short time which could be devoted to the examination of 
Manitoba’s financial position and the preparation of this report have not 
permitted the meticulous checking of statistical details which would otherwise 
have been desirable. But we have no hesitation in expressing the opinion 
that minor inaccuracies in the figures—if any exist—do not distort the picture, 
or affect the general conclusions which we have reached. The figures that 
follow will in all cases relate to fiscal years unless otherwise stated. 


FISCAL YEARS 1926-1929 
(Approximate calendar years 1925-1928) 


Tur Economic SITUATION: 


Diverse trends were evident in Manitoba’s economy. The decline in the 
importance of wheat continued. Even the bumper crop of 1928 scarcely 
exceeded that of 1905, and whereas Manitoba’s 1905 crop was more than half 
the total prairie production, the 1928 crop was less than a tenth of the total. 
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On the other hand, coarse grain crops, notably barley, rapidly expanded, 
accompanying an increase in livestock, dairy and poultry production. The 
net result was a moderately declining tendency in gross agricultural income, 
and, as a result of the increased production for domestic use in mixed farming, 
a quite sharp decline in net cash income; but a somewhat more diversified 
and self-supporting economy was developing. This decline in agricultural 
income, which was contrary to the general trend of the times, had an important 
reaction on provincial finances. 


Primary industries other than agriculture—forestry, mining and fishing— 
and power production, manufacturing and repair work expanded rapidly. 
These increases were almost adequate to maintain the total value of the 
province’s production at approximately the same level throughout. In addi- 
tion, general trade and service income increased, particularly in Winnipeg, 
which benefitted from the more rapid expansion in the Saskatchewan and 
Alberta tributary areas. Nevertheless, all provincial income rose more slowly 
in Manitoba during this period than in the rest of Canada; retail sales increased 
15 per cent from 1926 to 1929 as compared with a 23 per cent increase in 
Canada as a whole. 


Tue FINANCIAL SITUATION: 


In 1926, Manitoba was still struggling under the burdens laid upon her 
in the 1918-22 period. Government debt was increased from $40 millions in 
1918 to $82 millions in 1923 as a result of extravagant expenditures on agricul- 
tural and business enterprises and public works projects, initiated in a period 
of high prices. The ensuing price deflation made the greater part of this expendi- 
ture a heavy burden on the greatly reduced income of the province. 


Realizing that provision would have to be made for large capital losses 
and current deficits on the various business enterprises, in addition to pro- 
viding for the greatly increased expenditure of the government itself, Manitoba 
was in the forefront of Canadian provinces in increasing taxation and decreas- 
ing controllable expenditures. For the first time, sinking funds were established 
to reduce the debt. Gasoline and income taxes were imposed in 1923, and with 
the assistance of good crops in 1924, 1925 and 1926, made the proportion of 
total government revenue derived from taxation the highest of any province 
(48 per cent as compared with 40 per cent for all Canadian provinces. This 
and subsequent comparisons are based on total ordinary revenue less interest 
received in order to put all provinces on as comparable a basis as possible). 


By 1926, increased taxation and reduced controllable expenditure had 
enabled the province to make a good start in writing off the losses and cleaning 
up the situation inherited from the 1918-22 period. The next three years saw 
some modification of financial policy. As previously noted, economic conditions 
were not as favourable in Manitoba from 1926 to 1929 as in the rest of Canada, 
and steps were now taken to lighten taxation, particularly on land. At the same 
time, expenditures were relatively well held down, and the provincial business 
enterprises were in some cases established on a firmer basis. Of these, the Tele- 
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phone System was completely self-supporting and was making good progress in 
writing off early deficits; the Power Commission (after the loss of half the 
government’s investment in it) was meeting its remaining annual interest 
requirements, although falling short of adequate provision for depreciation; 
the advances to the Rural Credit Societies were being liquidated, the Gov- 
ernment Grain Elevators had been liquidated and the losses transferred to 
deficit account; and the Farm Loans Association was meeting interest due 
to the government, although drawing on its sound assets to do so, and unable 
to make any provision for losses incurred or likely to be incurred. 


Government revenues continued to increase from 1926 to 1929, almost 
entirely because of larger receipts from business enterprises and miscellaneous 
sources. In 1927 the supplementary revenue (land) tax was reduced from 2 
mills to 114 (and in 1928 to 1) and income taxes were reduced 20 per cent. 
In addition, it was provided that further surpluses should be used to the 
extent of 80 per cent in reducing the provincial land tax, and as to 20 per cent 
in reducing income taxes. This last step was most retrograde. It ignored what 
should be a fundamental principle in the financial policy of any body with a 
highly fluctuating income. Reserves should be provided in prosperous years, 
when taxation bears relatively lightly, in order to help in lean years when the 
tax burden is heavy. As a result of these measures the supplementary (land 
tax) revenues were reduced from $1,325,000 in 1926 to $810,000 in 1927 and 
(by application of 80 per cent of the previous year’s surplus) to $82,000 in 
1928, and income taxes were also reduced by $141,000 in the latter year. As 
noted in the 1928 budget speech, “owing to this reduced tax, the revenues 
of the province have been cut down so that there is sure to be a deficit for the 
fiscal year 1928, and a still greater deficit for the year 1929.” These were, of 
course, prosperous years in which preparation might well have been made for 
possible emergencies. The province recouped itself for the reduction of one 
mill in the land tax rate (although not for the rebate of the surplus) by cancel- 
ling the 1922 rebate to the municipalities of 50 per cent of the Liquor Com- 
mission profits. 


Some relaxation in the restriction of ordinary expenditures occurred in 
the fiscal year 1929, and a beginning was made on extensive capital programmes, 
chiefly in connection with the telephone and highway systems. Nevertheless, 
it may be that the sharp curtailment in ordinary and capital expenditures 
(both absolutely and in comparison with other provinces) through the middle 
twenties made some increases necessary. Expansion was most marked in 
social service expenditures, since old age pensions were introduced in 1928-29, 
and hospitalization and medical services were greatly extended. 


In brief, the 1922-29 period may be summarized as one in which Manitoba 
inherited an extremely serious financial situation, and in which, in spite of 
only a moderately increased taxable income, the province succeeded in making 
the smallest percentage increase in net debt of any province except Quebec, 
and put itself in what might then legitimately have been considered to be a 
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strong financial position. This success may be ascribed primarily to consistent 
economy, and to a lesser extent to an increase in taxation. In spite of decreases 
in taxation in the later years, the proportion of Manitoba’s revenues derived 
from taxation in 1929 still exceeded that of any other province. However, 
there must also be criticism of the failure to provide any reserves for the 
valleys that must inevitably follow the peaks in any primary commodity 
exporting area. The following table summarizes the salient statistics of the 


period: 
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TABLE A 


MANITOBA PUBLIC FINANCES** 


(1916, 1921, 1926-29) 


(Millions of Dollars) 


ORDINARY REVENUE (Cash Basis) 


Fixed Revenue (a) 
Tax Revenue 
Other Ordinary Revenue (b) 


Total Ordinary Revenue 
ORDINARY EXPENDITURE (Cash Basis) 


Interest 
Exchange on Interest 
Amortization and Sinking Fund 


Social Services (excluding Education) 
Other Ordinary Expenditure 


Total Ordinary Expenditure 
Net Adjustment for Accruals 


ORDINARY SURPLUS OR DEFICIT 
(as per Public Accounts) (1) 


INVESTMENTS IN OR WITHDRAWALS 
FROM CURRENT ASSETS (2) 


CAPITAL AND SPECIAL EXPENDITURES 


OR REPAYMENTS 


Fully Self-Supporting Loans & Utility 
Investments 

Fixed Assets (Highways & Public Works) 

Other Loans & Investments (Agr. Cr. etc.) 

Net of Discount, Exch., Cap. Rev., etc. 


Relief—Prov. Expen. + Loans to Munic. 


Total Capital and Special 
Expenditure (3) 


INCREASE OR DECREASE IN GROSS 
DEBT i.e. sum of (1) + (2) + (8) 
Increase or Decrease in Debt Retirement 
Funds 


INCREASE OR DECREASE IN DEBT 
OUTSTANDING 


TOTAL DEBT OUTSTANDING 
Active Assets (e) 
TOTAL NET DEBT (h) 


Of Which: Fixed Assets 
: Portion of ‘‘Other Loans and 
Investments’’ which bore full 
interest during year 


**For notes see table in"Appendix. 


(Fiscal Years ending April 30) 
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Total 
1929 |1926-29 


3.11 11.2 
4.41 17.2 
4.7 | 17.2 
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FISCAL YEARS 1930-1933 
(Approximate calendar years 1929-1932) 


This period saw an extraordinary decline in values:—a fall of 45 per cent 
in the estimated (DBS) average net value of all production in Manitoba from 
the preceding four year period. Winnipeg bore the impact not only of the 
depression in rural Manitoba, but also in part of the collapse in Saskatchewan. 
Mining (and to a lesser extent electrical power) alone stood out against the 
trend. 


The Government was caught between the fires of falling revenues on the 
one hand and of extensive capital commitments and fixed obligations on the 
other. The supplementary revenue tax was abolished at the beginning of 1930 
(a loss of about $630,000 at the reduced rate) and various other minor land 
taxes were shortly afterwards reduced or abolished. Assumption of an addi- 
tional 25 per cent of the cost of old age pensions by the Dominion reduced 
the levy for that purpose by about $300,000; the Child Welfare Levy ($325,000 
in 1930) and the Health Act Levy ($140,000 in 1929) were repealed; and the 
Soldiers’ Taxation Relief Levy was reduced from $150,000 to less than $20,000. 
These reductions were of benefit to urban real estate, which had borne about 
one-third of the land taxes. But the chief beneficiary was the farmer, who 
was thus almost completely relieved of provincial taxes, apart from relatively 
small amounts contributed through gasoline taxes, automobile licences, and 
the remnants of the land taxes (chiefly old age pension, judicial district and 
sanatorium levies). In addition, the rural districts were given telephone 
service by the government system at substantially less than cost, at the 
expense of Winnipeg subscribers. (‘The preference given rural subscribers was 
increased substantially in the following years, and the Power Commission 
service charges to farmers were also cut drastically). 


Following the reduction of the land taxes, there were general increases 
made in corporation and income taxes, succession duties and gasoline taxes, 
and exemptions from the gasoline tax were severely restricted. There was 
much justification for relieving the land of fixed taxation in this period and 
for attempting to spread the burden more equitably in relation to income. 
Probably only a fraction of the original levy could have been collected during 
the following years in any case, and efforts at collection would have weakened 
municipal finances out of all proportion to the revenues received by the 
province. But it could be objected that in order to relieve the land at this 
time, a revised tax structure was set up which, under the most prosperous 
circumstances, would secure only negligible revenues from rural districts. 
In spite of the increases in taxation referred to, cash revenues fell alarmingly 
from 1930 to 1932 ($3 millions) and Manitoba made early efforts to reduce 
expenditures. 


Although Manitoba was in the forefront of Canadian provinces in cutting 
controllable expenditures (Government salaries were cut by 14 to 24 per cent 
in 1931 and 1932) there was naturally some delay in putting a stop to the 
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extensive capital expansion programme embarked on in 1929, and an acute 
financial crisis developed late in 1931. In addition to the heavy capital com- 
mitments (highway, telephone and power system extensions and improve- 
ments) a number of financial disasters piled up the liabilities in 1931 and 1932. 
The forced closure of the Provincial Savings Office, the necessity of imple- 
menting Manitoba’s share of the guarantees given to the banks on their 
advances to the Canadian Co-operative Wheat Producers, the almost complete 
collapse of the Farm Loans Association (the bonds of which also bore a pro- 
vincial guarantee) and other agricultural credit organizations, the exchange 
premium on external interest and debt payments, and the necessity of refund- 
ing large maturities under unfavourable conditions increased the debt and the 
debt charges by substantial amounts. In addition to an increase of annual 
interest charges from $4 millions to $6 millions, relief expenditures chargeable 
to the province rose to more than $3 millions in each of the years 1932 and 
1933. | 


These mounting obligations were met in part by the $5 millions deferred 
subsidy from the Dominion in 1931. However, in the years 1931-2-3 cash 
revenue collections averaged $2 millions a year less than in 1930, and the 
deferred subsidy, which was in effect used as current revenue during this 
period, only approximately compensated for the decline. To meet the extra- 
ordinary expenditures of the period, outstanding provincial debt was increased 
$29 millions. Of this total, $8 millions was borrowed from the Dominion to 
meet maturities and for relief purposes, and the balance from the public at 
effective interest rates as high as 6.78 per cent (on the $5 millions 15-year 
issue in April, 1932). Of the total debt increase, $20 millions might be classified 
as net debt. 


To summarize the 1930-33 period, the economic catastrophe was such 
that even with tax adjustments designed to offset the repeal of the land tax 
and the fall in provincial income, and the $5 millions deferred subsidy windfall 
taken into revenue, government income fell. In spite of marked economy in 
controllable expenditures such as salaries, education, and highway mainten- 
ance, mounting debt charges prevented any reduction in total expenditure 
classed as “‘ordinary,’’ and this excluded the provincial share of relief. The 
rising debt and debt charges were in part due to the failure of the province 
to curtail its capital expansion program promptly enough (although in this 
instance its record is no worse than that of the other provinces), in part to 
the unsound condition of the province’s agricultural credit enterprises, and in 
part to a number of factors such as unemployment and exchange depreciation 
over which the province had no control. It was this period which was respon- 
sible for the increase of debt charges to a figure that alarms the public at the 
present time, for total interest and exchange charges in 1936-7 will actually 
be slightly less than they were in 1932-3. The following table summarizes the 
significant financial statistics of the period: 
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TABLE B 
MANITOBA PUBLIC FINANCES** 


(1930-33) 
(Fiscal Years ending April 30) 
(Millions of Dollars) Total 
1930 1931 1932 1933 1930-33 
ORDINARY REVENUE (Cash Basis) 
Fixed Revenue (a) 3.1 Sau 3.6 Shih 14.1 
Tax Revenue 6.2 o2 4.1 5.4 20.9 
Other Ordinary Revenue (b) 5.2 4.9 3.8 31 17.0 
Total Ordinary Revenue 14.5 13.8 11.5 12.2 52.0 
ORDINARYEXPENDITURE (Cash Basis) 
Interest 4.3 4.4 5.0 Dae 19.4 
Exchange on Interest - - (Me Ora 0.5 
Amortization and Sinking Fund 0.3 0.3 0.3 - 0.9 
Social Services (excluding Education) 3.1 3.0 2.9 2.5 11.5 
Other Ordinary Expenditure 6.1 6.8 6.2 WeNe 24.8 
Total Ordinary Expenditure 13.8 14.5 14.6 14.2 57.1 
Net Adjustment for Accruals 0.5 0.1 0.6 - 0.2 
ORDINARY SURPLUS OR DEFICIT (as per 
Public Accounts) (1) 0.2 0.6 2.5 1.9 4.8 
INVESTMENTS !N ORWITHDRAWALS FROM 
CURRENT ASSETS (2) 0.8 3.4 3.9 0.8 0.5 
CAPITAL AND SPECIAL EXPENDITURE 
OR REPAYMENTS 
Fully Self-Supporting Loans and Utility 
Investments 1e7 2.3 3.3 0.2 7.5 
Fixed Assets (Highways and Public Works) 3.1 215 2.9 0.2 8.8 
Other Loans and Investments (Agr. Cr. etc.) 0.4 0.8 3.8 (ce) 129 6.2 
Net of Discount, Exh., Cap. Rev., ete. 0.1 4.8(d)} © 0.8 1.8 2.1 
Relief—Prov. Expen. + Loans to Munic. - 0.6 318 3.2 mel 
Total Capital and Special Expenditure (3) lec: Vege Dion Ag 4 6. 27.5 
INCREASE OR DECREASE IN GROSS DEBT 
i.e. sum of (1) + (2) + (8) 5.9 6.2 12.0 vee 31.8 
Increase orDecrease in Debt Retirement Funds 1.5 0.6 One 0.8 3.1 
INCREASE OR DECREASE IN DEBT OUT- 
_ STANDING 4.4 | 5.6 | 11.8 | 69 | 287 
TOTAL DEBT OUTSTANDING 81. 86. 98. 105. 
Active Assets (e) 39. 44, 44, 44, 
TOTAL NET DEBT (h) 42. 42. 54. 61. 
Of Which: Fixed Assets 40. ht Ae 45. 45. 
: Portion of ‘Other Loans and 
Investments’’ which bore full 
interest during year 15. 9. ee 5. 


**For notes see table in Appendix. 
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FISCAL YEARS 1934-37 
(Approximate calendar years 1933-36) 


A series of crop disasters in Manitoba and Saskatchewan prevented any 
economic recovery from the depths of 1932-33. The sharp decline in general 
production was checked, and a slight upward tendency developed, but from 
such a low point that it gave very little assistance to provincial finances. In 
1936-37 there was some acceleration in the upward movement, in spite of the 
spread of the drought area in south-western Manitoba. Had the value of pro- 
duction in a single year fallen to a figure which represented the average of 
1931 to 1936, it would properly have been marked as a year of calamity. But 
when the province suffered from six consecutive years in which the net value 
of its production was little more than half of that of the preceding period, 
discouragement and strain throughout the province were inevitable. 


The period opened with the imposition of a special income tax of 2 per 
cent, which was levied on the whole income of every single person earning 
at the rate of more than $480 a year and married persons earning at the rate 
of more than $960. The initial proposal was for a 1 per cent income tax and a 
sales tax, but the sales tax proposal was dropped, and the income tax raised 
to 2 per cent, making it the heaviest income tax in North America in relation 
to small incomes. | 


On the side of expenditure, further cuts were made in highway mainten- 
ance, education, and other items, reducing total ordinary expenditures for 
the year 1933-34 in spite of another increase in debt charges. Capital expendi- 
tures ceased entirely. Revenues gradually began to respond to the 1930-34 
series of tax increases, and expenditures to the economies which had been 
introduced, with the result that in 1935 the province balanced its budget 
(except for a small portion of its sinking fund appropriation) on all accounts 
except relief. ; 


The following years conform to much the same pattern. Revenues were 
maintained at more than $14 millions—or about $3 millions more than in the 
late twenties. Expenditures, excluding relief (but including $400,000 to $500,- 
000 annually for sinking funds and debt discount amortization) were held at 
a slightly lower level, and small surpluses appeared each year. British Columbia 
was the only other province reporting current surpluses. The following table 
summarizes the salient statistics of the period: 


TABLE C 
MANITOBA PUBLIC FINANCES** 


(1934-37) 
(Fiscal Years ending April 30) 
(Millions of Dollars) Total 
1934 1935 1936 1937 1934-37 
(Est.) 
ORDINARY REVENUE (Cash Basis) 
Fixed Revenue (a) 3.8 3.6 3.7 
Tax Revenue 7.2 7.2 #0 
Other Ordinary Revenue (b) 3.4 3.7 3.4 
Total Ordinary Revenue 14.4 14.5 14. 14.2+ 57.5 
ORDINARY EXPENDITURE (Cash Basis) 
Interest 5.9 5.9 5.9 
Exchange on Interest 0.1 - = 
Amortization & Sinking Fund 0.3 0.6 0.5 
Social Services (excluding Education) 2b 2.7 2.7 
Other Ordinary Expenditure 5.0 4.8 5.0 
Total Ordinary Expenditure 13.8 14.0 14.1 14.0+ 55.9 
Net Adjustment for Accruals 0.6 6.3 0.2 0.2+ 1.3 
ORDINARY SURPLUS OR DEFICIT (as per 
Public Accounts) (1) - 0.2 0.1 -+ 0.3 
INVESTMENTS !NOR WITHDRAWALS FROM 
CURRENT ASSETS (2) 1.0 07 0.1 


CAPITAL AND SPECIAL EXPENDITURES 
OR REPAYMENTS 0.5+ 4.7 


Fully Self-Supporting Loans & Utility Investments 0.2 0.1 2.3 
Fixed Assets (Highways & Public Works) 0.1 ~ 0.1 
Other Loans & Investments (Agr. Cr. etc.) 0.5 0.6 0.4 
Net of Discount, Exch., Cap. Rev., etc. 0.3 0.2 ~ 
Relief—Prov. Expen, + Loans to Munic. 2.6 4.5454, 4.5 47+ 16.3 
Total Capital and Special Expenditure (3) 3 6 9 4.24 12.0 
INCREASEOR DECREASE IN GROSS DEBT 
i.e. sum of (1) + (2) + (8) eat 4.1 ea 42+ 11.3 
Increase or Decreasein Debt Retirement Funds 0.7 ‘ire 0.8 1.5+ 3.1 
INCREASE OR DECREASE IN DEBT OUT- 
STANDING 0.6 2.4 2.5 2.74 8.2 
TOTAL DEBT OUTSTANDING 105. 408. 110. 113. + 
Active Assets (e) 42, 43. 40. 40. + 
TOTAL NET DEBT (h) 63. 65. 70. T30f 
Of Which: Fixed Assets 45. 45. 45. 45. + 
Portion ‘Other Loans and 
Investments” which bore full 
interest during year 8. 12. 8. HRS ois 


**For notes see table in Appendix. 
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RELIEF: 


Relief became the outstanding budgetary problem. The province was 
forced to borrow not only its own share of relief expenditures from the Domin- 
ion, but also to borrow from the Dominion in order to reloan increasing 
amounts to the municipalities to finance their share of relief expenditures. A 
word should be said concerning the bearing of relief on the financial relations 
between municipalities and the province. The repeal of the major portion of 
the provincial land taxes put most of the rural municipalities in a better 
position to maintain their revenues, and by drastic retrenchment of educa- 
tional and general expenditures they have been able, with relatively few 
exceptions, to maintain their solvency. The exceptions are notably those 
municipalities in the sub-marginal interlake lands, which are in chronic 
distress, and in the drought-stricken south-west corner. In the rest of Manitoba, 
the relief expenditures in the rural areas have been relatively neglible. Thus, 
apart from somewhat less than $1 million loaned by the Dominion to the 
province and reloaned by the province to the drought area municipalities, 
virtually the whole Manitoba relief problem is concentrated in Winnipeg and 
suburbs. The majority of the Winnipeg suburbs were caught by the depression 
in a vulnerable position, as a result of ambitious expansion programmes, and 
were early forced into default. The provincial government was affected in 
two ways; the principal of the debentures of many of the defaulting munici- 
palities had been guaranteed by the province, and the province had also to 
provide for the bulk of the current relief expenditures. The practice of guar- 
anteeing municipal and hospital debentures and bank borrowings, without 
securing control or even detailed information of budgets, proved disastrous. 
The guarantees came home to roost when the guarantor was least prepared 
to meet them, and the Manitoba practice of including payments under such 
guarantees under the Public Accounts heading ‘‘Public debt charges” tended 
to obscure the situation. 


Winnipeg itself entered the depression in an exceptionally strong financial 
position. As the chief urban centre of the West, however, it was perhaps called 
on to bear a disproportionate share of the relief burden. Some 84 per cent of 
all direct relief expenditures in the province have had to be made in Winnipeg 
and suburbs; including relief works expenditures the proportion is 74 per cent. 
Although Winnipeg’s net debt was relatively low, the major portion of the 
provincial tax revenues were derived from the city, and there was little margin 
for increasing municipal revenues. Consequently, Greater Winnipeg was early 
forced to rely on the province for assistance in meeting its share of relief costs, 
and by the end of the fiscal year 1936 had borrowed $314 millions, or 95 per 
cent of total municipal borrowings from the province, excluding the drought 
area. Up to that date the province had had to loan to municipalities one-third 
of their total expenditures on relief. These loans also accounted for nearly 
one-third of the province’s borrowings from the Dominion. 


In round amounts, the province’s own expenditures on relief, including 
estimated disbursements up to the end of the 1936-37 fiscal year, will total 
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$1814 millions. In addition, $514 millions have been loaned to municipalities, 
and municipalities will have spent $9 millions more from their own resources. 
Of the $24 millions spent or loaned for relief purposes by the province, the 
Dominion will have advanced $19 millions, and will have paid an additional 
$20 millions for its own share, making with the municipalities’ $9 millions a 
grand total of $53 millions relief expenditures by all agencies. The total 
annual cost has been steadily increasing in spite of some improvement in 
general conditions, and the province’s share is now nearly $4 millions a year, 
to which may be added the $1-$2 millions which municipalities annually 
require to borrow. The following table summarizes the relief statistics of the 
depression years: 
TABLE D 
MANITOBA UNEMPLOYMENT RELIEF 


UNEMPLOYMENT RELIEF EXPENDITURE 
(Thousands of Dollars) 


| 


Payments during Dominion Provincial Municipal Total 

fiscal year ending Share Share Share Expenditure 
April 30th 

1931 560 560 430 1,550 

1932 3,180 3,010 2,280 8,470 

1933 2,940 2,680 2,180 7,800 

1934 2,430 2,330 1,790 6,550 

1935 2,030 2,550 2,570 7,150 

1936 3,550 3,360 3,000 9,910 

1937* 4,950 3,800 2,700 11,450 

Total 19,600 18,300 14,900 52,800 


*Including estimated expenditures from January to April, 1937. 


UNEMPLOYMENT RELIEF FINANCING 
October 1, 1930, to April 30, 1937. 
(Millions of Dollars) 
DOMINION FUNDS 
Loans to Province 


For Provincial share of relief to Feb. 1, 1937 12.8 
Reloaned to Municipalities to Feb. 1, 1937 5.4 
Estimated Feb. 1, 1937 to April 30, 1937 0.9 
Total Loans 19.1 
Dominion Share of Relief (as above) 19.6 
TOTAL DOMINION FUNDS 38.7 
PROVINCIAL FUNDS 
From Provincial resources 4.6 
Loans to Municipalities from Provincial resources 0.2 
TOTAL PROVINCIAL FUNDS 8 
MUNICIPAL FUNDS 
From Municipal resources 9.3 
TOTAL UNEMPLOYMENT RELIEF EXPENDITURE | 52.8 
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UNEMPLOYMENT RELIEF—CLASSIFICATION 
October 1, 1930 to December 31, 1936 


(Thousands of dollars) 


Dominion Provincial Municipal Total 
Share Share Share Expenditure 
DIRECT RELIEF 
Urban (Greater Winnipeg, Brandon, 
Portage la Prairie) 7,920 7,920 8,800 24,640 
Rural 870 980 1,200 3,050 
Other 390 650 - 1,040 
TOTAL DIRECT RELIEF 9,180 9,550 10,000 28,730 
OTHER RELIEF 
Relief Works 6,390 5,990 2,650 15,030 
Drought Area 280 350 550 1,180 
Single Men 1,830 1,060 280 3,170 
Rural Rehabilitation 160 240 170 570 
TOTAL OTHER RELIEF 8,660 7,640 3,650 19,950 
TOTAL—ALL RELIEF 17,840 17,190 13,650 48,680 
NUMBER OF PERSONS ON RELIEF 
Direct Rural Single Men’s | 4 _ Relief 
Relief Rehabilitation) Commission Works Total 
Average 1933 66,020 1,625 10,029 15 77,699 
1934 67,790 2,286 9,764 80 79,754 
1935 67,722 2,951 10,673 1,198 81,712 
November 1932 54,785 
1933 65,838 2,115 9,928 - 76,881 
1934 61,853 2,560 6,705 260 71,378 
1935 62,194 3,244 11,122 4,006 80,566 
1936 66,356 4,464 6,570 4,138 81,528 


In spite of this burden Manitoba has succeeded in keeping the increase 
in its net liabilities to the public and the Dominion down to about $2 millions 
a year during the period under discussion. In other words, the total increase 
in net debt for the whole period 1934-37 has only been about equal to the 
average increase in net liabilities for one year during the disastrous 1930-34 
period. Another feature is that successive reductions of the interest charged 
on relief Treasury Bills have prevented the debt charges from rising 


proportionately. 
Nevertheless, it is not difficult to understand dissatisfaction with a 


situation in which the province finds it impossible to supply its share of 
relief from its own resources in spite of strenuous efforts under adverse 


conditions. 


Whether or not it is true that Manitoba cannot raise the necessary 
additional funds requires some examination of comparative burdens of taxation 
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and trends of expenditure. Considering the different tax revenues, we note 
that Manitoba’s income and 2 per cent special income taxes are jointly by 
far the heaviest in Canada; that the railway, insurance, bank and other cor- 
poration taxes are as heavy as or heavier than any in Canada; that the gasoline 
tax at 7 cents is at the same rate as in other western provinces (but with 
particularly limited exemptions) and although one cent below the Maritimes 
is one cent above Ontario and Quebec. (It should, perhaps, be noted that owing 
to the physical conditions and the need for rapid transportation over long 
distances, a gasoline tax in the west weighs much more heavily on the average 
citizen than one in the east). On the other hand, the automobile license fee 
in Manitoba is below the average, although a factor to be considered is that 
Winnipeg also levies a licence fee of $5. Succession duty rates are above the 
average, and miscellaneous taxes, such as those on amusements, are probably 
so, on balance. The land taxes have been reduced as noted previously, but in 
spite of this the proportion of Manitoba’s revenue derived from taxation 
remains the highest of any province in Canada. It is more difficult to compare 
the tax basis of Manitoba and the Dominion, but a comparison can be made 
in respect of income tax (excluding the 2 per cent special income tax in Mani- 
toba entirely). From 1926 to 1930 the provincial personal income tax was 
37 per cent of the Dominion collections on personal incomes in Manitoba; 
from 1932 to 1936 the provincial collections equalled the Dominion collections. 
(In addition, the province was collecting approximately twice as much again 
through the 2 per cent Special Income Tax.) 


On the side of expenditure, Manitoba’s cuts in general government costs 
since the middle twenties are second only to those of Saskatchewan; her 
reductions on education, highway and public works maintenance, and in all 
capital expenditures, are greater than in any other province; the only cate- 
gories in which expansion has occurred are public debt charges and social 
services (old age pensions and medical service). It should be remembered that 
Manitoba’s population increased 100,000, or 16 per cent, between 1926 and 
1936, and this naturally involved an increased liability for education, social 
services and other expenditures. It is our conclusion that Manitoba has done 
considerably more than most governments to meet its expenditures and 
obligations. 


Nevertheless, the province has found that the steadily mounting liability 
for relief has reduced the possibilities of borrowing in the open market, in 
order to make necessary or desirable expenditures. That capital expenditures 
in connection with the highways and hospitals, and increased current expendi- 
ture for education, public health and highway maintenance (to mention 
certain main items only) will soon be essential cannot be doubted. 


ASSISTANCE EXTENDED BY THE DOMINION GOVERNMENT: 


During the years of depression the province has received aid from the 
Dominion Government on a large scale. On occasions this assistance has been 
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afforded to enable the province to fulfil past commitments and avoid default. 
In this category is the Dominion Government guarantee of indemnification 
against loss, if any, resulting from the assumption by chartered banks of 
deposit liabilities of the Province of Manitoba Savings Office in February, 
1932 ($7,121,825 as of November 30, 1936). There is also a Dominion guar- 
antee securing bank advances obtained for payment of obligations of the 
province ($5,628,763 as of November 30, 1936). And, finally, the Dominion, 
by March, 1937, will have advanced some $19 millions to finance the bulk of 
the province’s share of relief costs and provide funds for relief loans to muni- 
cipalities. A summary of the figures appears below:— 


Dominion: guarantee re Provincial Savings Office and covering 


funds to provide for payment of obligations............. $12,750,588 

Dominion loans to assist in financing relief, 
(ectiimatemoaviarch ole 19G4 li micwtad pcre a rateapetis oy. 19,000,000 
$31,750,588 


Dominion Government’s share of relief costs, 
Kestumate Co, Viarcliol, LOOT). assets etait ne ra. 20,000,000 


Total assistance in the form of loans, guarantees and 
Dominion relief expenditures (estimate as at March 31, 
fogae) bettlaup Isak Joa OO ow olnye poe tang i $51,750,588 


SUMMARY 


1. In the body of the report we have expressed the view that the lighten- 
ing of taxation which took place during the 1927-30 period was not wise, and 
that greater advantage should have been taken of the good years to build up 
surpluses for bad times. We also made reference to the unduly large capital 
outlays of the 1929-82 fiscal years, and to the effect of pre-1922 capital expendi- 
tures on the financial position of the province. 


2. We believe that during most of the period under review, and specific- 
ally during the last five years, the government of the province of Manitoba 
has made strong and commendable efforts to keep its budget balanced, and 
avoid unnecessary increases in debt, by imposing taxation on a scale at least 
as high as that of any other province in Canada, and by restricting expendi- 
tures as far as it was possible to go without curtailing services to an extent 
which would not have been in the public interest.* 


*The opinion expressed above should be supplemented by the statement that details of departmental 
expenditures were not examined. A detailed survey, which would necessarily be of a lengthy character, might 
conceivably disclose the possibility of further economies 1n some directions. It is likely, however, that such an 
examination would also bring to light cases where expenditures are below a desirable minimum. We believe 
that on balance further economies are not feasible. 
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3. In spite of Manitoba’s efforts, the percentage increase in its revenues 
during the period 1926-36 has been smaller than that of any other province 
except one. There are two reasons for this apparently poor showing, namely :— 


(a) The fact that Manitoba taxation at the beginning of the period was 
somewhat higher than average provincial taxation gave less scope for 
increasing the returns, and 


(b) The incomes of the people of Manitoba were more severely and 
continuously affected by the depression than were those of the people of 
most other provinces. The economic situation which produced this result 
is also the cause of continued high costs of relief. 


4. Over the seven fiscal years 1931-37 (the depression years) the average 
budgetary result on current account was a deficit of about $685,000. (Average 
contribution to sinking fund and debt retirement, approximately $355,000). 
In the last few years there have been small surpluses after provision of $4/500,- 
000 annually for debt retirement. But for the whole period, relief charges not 
included in the above figures average some $3,250,000 per annum. 


5. We understand it to be the view of the Government that additional 
funds must be obtained for the preservation of the road system, for education 
and for mental institutions. While we do not feel qualified to estimate how 
large an amount is needed for additional expenditures of a character which 
cannot be postponed, we agree that some additional expenditures are inevitable, 
and we are not prepared to say that it is practical to increase revenues by 
further taxation. 


6. There is no doubt that the substantial increases in debt incurred for 
relief purposes during the last six years have given cause for serious appre- 
hension. The end of relief expenditures is not in sight, and there is undoubtedly 
a feeling that it is unwise for the province to continue to accumulate debt for 
this purpose. 


7. Manitoba has been affected by the relatively low level of prices for 
agricultural products during the years 1930-35; by drought in some sections 
of the province; and by the indirect effects of drought and low prices further 
West. It has been fortunate in that the drought areas are predominantly 
situated outside the province. Notwithstanding this advantage and the efforts 
of its Government, which, as we have indicated, have been very considerable, 
the province is either not in a position to carry on, or is able to do so with 
assurance for no more than a short period, unless some unexpected favourable 
factor should appear. We do not regard it as our duty merely to examine 
whether the province can pay its way somehow or other in the next few 
months. It is rather for us to consider whether there is sufficient elasticity in 
Manitoba’s economy to enable the province, under reasonably good govern- 
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ment, to conduct its affairs so that it may not become a burden upon the rest 
of the country, and, in particular, to become a burden of a kind which produces 
no permanent alleviation to the province itself. 


8. The fact that Manitoba finds itself in the position described in this 
report indicates certain fundamental strains and weaknesses. And it seems 
to be the case that revenues are not adequate, or are not sufficiently elastic, 
to enable the province to bear the burdens which modern practices of govern- 
ment and the force of the depression have placed upon it. Manitoba does not 
stand alone in this respect. Other sections of the country are facing problems 
which may differ in degree from those of Manitoba but are not, in other 
respects, dissimilar. 


The above report contains the facts as we see them. It seems desirable 
that we should go further and express our views on the various solutions or 
partial solutions which have been suggested during discussions of Manitoba’s 
problems. A letter on this subject will be forwarded within the next day or 
so; in order to avoid delay, this report is being despatched immediately. 


For Bank or CANADA, 
(Sgd.) G. F. Towrrs, 


Governor. 
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February 12th, 1937. 
The Hon. John Bracken, 


Premier of Manitoba, 
Winnipeg. 


Dear Mr. Bracken, 


With reference to the concluding remarks in our report, which was 
forwarded to you yesterday, we express below some opinions in regard to the 
various proposals which have been made for dealing with Manitoba’s problems. 
These proposals are:— 


1. Refunding of outstanding debt by the issuance of new securities 
guaranteed as to principal and interest by the Dominion government. 


2. Refunding of outstanding debt by the issuance of new securities 
guaranteed only as to interest for a temporary period by the Dominion 
government. 


83. Refunding of high coupon bonds by the issuance of new securities 
guaranteed by the Dominion government, the provincial subsidy being 
pledged as security for the guarantee. 


4, The same procedure as outlined in 3, with the exception that assign- 
ment of the subsidy would constitute the bondholders’ protection, and the 
Dominion guarantee would not be attached. 


5. Appointment of a Royal Commission of Enquiry. 


Naturally, it is not for us to express an opinion as to the Dominion gov- 
ernment’s point of view in regard to the proposals which involve their partici- 
pation. Dealing with proposals 1-4 from the provincial point of view, however, 
we hold the opinion that none of them represents a solution of Manitoba’s 
problems, including relief, and Nos. 2, 3 and 4 involve a severe blow to Mani- 
toba’s credit. 


The repercussions from default are manifold. The borrower is barred from 
capital markets for a long period of years; and this represents a very serious 
handicap unless it is the conviction that Manitoba has reached its maximum 
in population, in development and in requirements for public facilities which, 
in the ordinary course of events, could legitimately be afforded. I believe it to 
be the case, also, that investors are reluctant to place their money in business 
enterprises or new development in a territory the government of which is 
in default. Indirect effects of this kind cannot be exactly appraised, but 
must certainly be taken into account. 
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As we state in the report, Manitoba does not stand alone in its difficulties, 
as other sections of the country are facing problems which may differ in degree 
but are not in other respects much dissimilar. We do not see any solution 
other than that which might be provided by a comprehensive enquiry into the 
financial powers and responsibilities of all our governing bodies, and we are 
therefore led to the unqualified recommendation that a Royal Commission 
should be appointed for this purpose. Pending the report of such a Commission, 
it would appear to us that in the case of the Province of Manitoba the Domin- 
ion government, in view of all the circumstances, would be justified in extend- 
ing temporary financial aid. 


Yours very truly, 
(Sgd.) G. F. Towrrs, 


Governor. 


95 


Moers cine 0 ee) 
a 1 7 t ‘ 
Po a ! a4 ; we it pe 5 
viv Hie, Da aah ae a i 
; 7 a 


a 


730, 


ne we 
Lede): MAb, 


pn bite, ob 
ge kK She per 
Bhd lnc ge nips in 


oe 


+ vanpmalaee ae! | iy oe 
vvew Ligaen a cea ie i 
on a | ehae'e Wer 
iS si Ra a Ais wail aati. bi | Mae apa 
‘4 bali ae isi Pee on a oy ig joa 
sane 


it : 
. ne Aone x "hier a ba su . 
int Aan? 9 sgh dose we i pare. i me t ry) we cat 
er if idk he Hee ‘ 
' i j eu he f . 
th is oka atk yt ae ily 4 prate | tale a wrt ‘on kl bet oe : Rites eed | 
pi hack ce 7) tie he sae nar: pilin ad, it eee ta 
a oa) by ny i 7 ria bi {* a ded ean hae ot a Ty 7 
ie “he ; a. 
vy Lp! mi T° ia “ee TiN) oy. oF iAH net i ra . “H ohe nan aoe all '«w ‘als 
7 bal ate oh 7 net oe ne Yaw Nota! ee te i a i bee fei ip 
veibicn isk! v: a (eae me tpg ; 
1 vis #) ange if be ncn vp 
Ms ee ayes re ih ay ae ere tas aly i Bee 
orinrre! Oh af rin eT ee fe Gdhenig tits VA Ai ve Oi nit jibe 


Ty we ae Co " 7 eis ¢ tnt Pen ee ee eee, ne 

Five B) roe er Loe aioe ee Le a iogey ad Pu be RS Cs bn sy ie a 

rel vey Retods wi esti £29 gad Gyros ste law th Mask a 

t yas ' j vs : ‘ 
’ i 

7 } ms 4 «a ; 7 

+4 t ire a t -_ 

7. oot fo ala | irwe ; tite at ines La ot } Rei> DARE + ae (howe iin . 

ee aA : FAs r et aD ae a } ‘Sos Tepe suey A very 'SA ie 7 “a 

j ; ‘ ; 7) ; 
ee Gv iho Sh op Fe quia Sit. Dian dire donee 4 Thee edie i 
pt DRO Ey GMail. 1's AONE tee ott RAPS yo wiran one fie gabe hocitehhed WALL 
- e p 

ee ee: ab piste Micrelaay oe ie ag tara of Poly Chan Le 

>- : : 1 

Fs ee thi tivities (adie epliwttnl ‘<7 gine ie ep tere té. hee Siitag ts 

' 4 i 4 7 4 ; x 

vt! yd Seta ot eae or SR vO EAC DS tend Diep atts sop ul yeni ie _ 

, A ¥ Use i Pit ene eae be 4 Oh Ae ei i! big’ , 

b ty lp: ariel | es / = 

ay “we, : y : : a 

a Us ; :, fae. 


APPENDIX 
MANITOBA PUBLIC FINANCES 


The following statistics have been compiled from the Public Accounts and from information furnished us by th 
Departments. Necessary adjustments have been made to place them on a comparable basis during iefaer cdl oS emment 
(Millions of Dollars: Fiscal Years Ending April 30) 


1916" | 1921* | 1926 1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 
Est. 
ORDINARY REVENUE (Cash Basis) 
Fixed Revenue (a) 2.2 2.8 2.4 2.8 2.9 3.1 3.1 3.7 3.6 
Tax Revenue Ol) | a7 | 43 | 4i6 | 319 | 44 | 62 | 52 | ain a4 | 4a 72 73 
Other Ordinary Revenue (b) 15) 31) 40] 41) 44) 47) 52] 49 | 38 Bl | BE || Bia || Be 
Total Ordinary Revenue 4.6 9.6 10.7 11.5 11.2 12.2 14.5 | 13.8 11.5 12.2 14.4 14.5 14.4 14.24 
ORDINARY EXPENDITURE (Cash Basis) oF 
Interest 1.3 3.3 4.0 3.9 3.9 4 4.3 5 5.7 
Exchange on Interest = |{ in = = = g Sh Seo ae Rea |) cel oe 
Amortization and Sinking Fund = = 0.2 0.2 0,2 0.3 03 0.3 0.3 = 0.3 0.6 0.5 
Social Services (excluding Education) 0.7 1.9 1.6 1.9 1.9 255 3.1 | 3.0 2.9 255 2.5 Pua 2.7 
Other Ordinary Expenditure 2.8 5.0 4.8 4.8 5.3 5.8 61 | 68 6.2 5.7 5.0 4.8 5.0 
Total Ordinary Expenditure *8 | 10.3 } 10.6 | 10.8 | 11.3 | 12.6 | 13.8 |145 | 14.6 14.2 | 18.8 | 14.0 | 14.1 | 14.04 
Net Adjustment for Accruals O1 | 05 =| 04} 0:4 | 05 | on || a = |_06 | 08 | me | ope 
ORDINARY SURPLUS OR DEFICIT (as per Public Accounts) (1) 0.2 0.6 0.6 0.7 0.5 = 0.2 0.6 2.5 1 = 0.2 0.1 -+ 
INVESTMENTS IN ORWITHDRAWALS FROM CURRENT ASSETS (2) 1.0 1.5 1.8 0.6 0.8 0.3 0.8 3.4 3.9 0.8 1.0 0.7 0.1 
CAPITAL AND SPECIALEXPENDITURES OR REPAYMENTS 
Fully Self-Supporting Loans and Utility Investments 0.2 2.2 0.9 0.2 1.3 1.4 ie || PAs) 3.3 0.2 0.2 0.1 y \ 
Fixed Assets Highways and Public ours) i 1.6 4.9 0.8 11 1.8 2.9 3 1 3:3 2 3 0 2 0.1 = 2 q oes 
Other Loans and Investments (Agricultural Credit etc.) 15 6.0 01 - 0.1 0.5 0.4 0.8 3.8(c)} 1.2 0.5 0.6 0.4 
Net of Discount, Exchange, Capital Revenue, etc. 0.1 0,2 0.1 0.2 0.1 4.8(d)| 0.8 1.8 0.3 0.2 - 
Relief—Proyincial Expenditure plus Loans to Municipalities - - - - = = 0.6 3.3 3.2 2.6 4.5 4.5 4.74 
Total Capital and Special Expenditure (3) 3.3 13.1 17 5) 2.9 5.0 5.3 2.2 13.4 6.6 2.3 3.6 1.9 4.24 
INGREASE OR DECREASE IN GROSS DEBT ice. sum of (1) -+ (2) + (8) 2.5 12.2 0.7 1.4 2.6 5.3 5:9) 6.2 12.0 UL isi 4.1 Ui 4.24 
Increase or Decrease in Debt Retirement Funds 0.6 0.3 1.4 11 1.7 17 1.5 0.6 0.2 0.8 0.7 17 0.8 1.54 
INCREASE OR DECREASE IN DEBT OUTSTANDING 1.9 11.9 2.1 0.3 0.9 3.6 4.4 5.6 11.8 6.9 0.6 2.4 2.5 2.74 
TOTAL DEBT OUTSTANDING 30, 64. 71. 72. 73. 76. Bi. | 86. 98 105. | 105 108. | 110 113, + 
Active Assets (e) 19. 32. 33. 35. 35. 36 39. 44. 44. 44. 42 43. 40 40. + 
TOTAL NETDEBT (h) iW. 32. 38. 37. 38. 40. 42. | 42. 54. 61. 63 65. 70. 73. + 
Of Which: Fixed Assets 13. 25. 31, 32. 34 36 40. 43. 45 45. 45 45. 45, 45. + 
: Portion of ‘‘Other Loans and Investments” which 
bore full interest during year 
4. 14. 15. 14. 17. 11 15 9 7 5 8. 12 8 10. + 


*Fiscal year ending November 30. 

(a) Fixed Revenue consists of the Dominion subsidy and interest received from fully self-supporting loans, utility investments and the School Lands Fund. 

(6) Other Ordinary Revenue includes earnings from various business enterprises and from fixed licences and fees which vary in yield with the business cycle. 

(c) qneluges AManitobe Farm Loans Association bonds guaranteed by the Province and held by the Provincial Savings Office, for which direct provincial obligations were substituted at the 
time of closure. 

(d) Aasludes Deferred Subsidy of $4.6 million received from the Dominion and here treated as capital revenue. The Province actually received $4,823,000 but took $239,000 as interest into 
ordinary revenue. 

(e) Consists of Current Assets, Fully Self-Supporting Loans and Utility Investments, and the School Lands Fund Investments. 


(h) As the table indicates this is arrived at by deducting from the Gross Debt all Active Assets. Fully Self-Supporting Loans and Utility Investments. The following deductions have also 
been made: all sinking funds which are carried in the balance sheet as a trust account (a substantial proportion of which haye been contributed by the self-supporting utilities which have not 
been correspondingly written down); and the School Lands Fund Investments for which the Province incurred no direct liability. 
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PART VIII 
MANITOBA’S CASE—SUMMARY AND RECOMMENDATIONS* 


One of the most important problems facing the Canadian people today 
is that of revising the present Dominion-Provincial relationship under our 
Federal system of government in such a manner as will permit it to function 
Sent and equitably in the best interests of the Canadian people as a 
whole. 


There has been placed upon this Commission the responsibility of inquir- 
ing into that relationship. You have been instructed, among other things, 
to “examine thé constitutional allocation of revenue sources and governmental 
burdens to the Dominion and provincial governments,” and to “consider and 
report upon the facts disclosed by your investigations.” 


In approaching this problem the first duty of those who appear before 
you, it has seemed to us, is to set out what the present relationship is. This 
the Attorney-General has attempted in the very full statement already given 
you. This statement seeks to sum up and to clarify the present position, and 
to provide a basis for our presentation as well as a starting point for your 
work. 


DOMINION-PROVINCIAL RELATIONS 


(1) What has been shown to be the division of responsibilities between 
the Dominion and the provinces as determined by our constitution? 


(2) What is the division of revenue sources between the Dominion 
and the provinces as fixed by the constitution? 
(3) What is the effect of judicial interpretations of the different features 


of the British North America Act on the division of responsibilities 
and revenue sources between the Dominion and the provinces? 


The answers to these questions have been set forth in very considerable 
detail in Part II of this submission. For all practical purposes they may be 
summarized as follows: 


(1) With regard to responsibilities, the Constitution provides that: 


1. The Dominion shall have general jurisdiction in “all matters of 
national importance,” including twenty-nine different classes 
of subjects specifically named, and the residuary powers in all 
matters “not assigned exclusively to the province.” 


*This submission presented by the Hon. John Bracken. 
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2. The provinces shall have exclusive jurisdiction in some sixteen 


classes of subjects, including all matters of a “merely local or 
private nature in the provinces,’ but the provinces shall not 
have jurisdiction beyond the specific powers given. 


. There are some matters over which the powers of both govern- 


ments overlap. 


(2) With respect to revenues, the Constitution provides that: 


1. 


2. 


The taxation powers of the Dominion are unlimited, no fields of 
taxation being closed to it. 


The taxation powers of the provinces are limited to direct taxation. 


(3) With respect to the judicial interpretations of the British North America 
Act, the practical effect, in actual administration, is as follows: 


1; 


The responsibilities of the Dominion have been limited within 
what, we submit, was originally intended, while its taxation 
powers remain unlimited. 


The responsibilities of the provincial governments are in fact 
increased beyond what, we submit, was intended but their 
taxation powers still remain limited to direct taxation. 


. The Dominion government, which was intended to have, and 


which should have, all the general residuary powers not specifically 
allocated to the provinces, finds by interpretation of the consti- 
tution that its hands are tied with respect to certain things which 
it desires to do. 


The provincial governments, which were intended to have 
jurisdiction only over matters of a “merely local or private 
nature” find themselves in the paradoxical position of having 
limited taxing powers, and at the same time find left upon their 
doorsteps unexpected and heavy responsibilities which some of 
them find it impossible to bear; 


. The Dominion government is prevented from assuming certain 


responsibilities for the social security of its citizens, while some 
of the provinces are being forced into bankruptcy because they 
cannot raise the necessary revenue to meet the cost of these and 
other responsibilities now placed upon them; 


On the whole the result is that the nation finds its hands tied 
while unsolved problems pile up and rapidly lead to grievances; 
at the same time new problems arise which cannot even be 
tackled because of legal limitations on the government that 
might solve them, and economic limitations on the provincial and 
municipal governments now held responsible for solving them. 
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These are some of the results of the scheme of Confederation as it has 
been interpreted and as it is actually working out. This is the situation you 
have been asked to examine. At a later stage in this presentation we shall 
advance certain suggestions for your consideration as to how in our judgment 
this situation can best be met. 


ConpiTIons Topay 


_ _ Not only has this Commission been asked to examine the constitutional 
division of responsibilities and revenue sources of 1867, but also the results of 
that division in each of the provinces of Canada. 


We have shown the unfavourable effects of certain Dominion policies 
upon this part of Canada; we have pointed out in considerable detail the decline 
in income and its effects: we have likewise dealt with the financial position 
of the municipalities and school districts and of the provincial government. 


After sixty-seven years of association with the other provinces and the 
Dominion in Confederation, what, in brief has been shown to be the economic 
condition of Manitoba today? 


While we shall reserve a more detailed answer to this question to a later 
part of this submission, we wish at the moment to summarize the position in 
which the people of Manitoba, including their governments—provincial and 
municipal—and their school districts, find themselves. This position may be 
briefly stated as follows: 


(1) Individuals in large numbers find themselves with decreased incomes, 
an increased load of debt and an accumulation of arrears of taxes; 


(2) Many municipal governments, as a result of declining revenues and 
the increased burden of social services, accompanied by the distressed 
condition of individual taxpayers, find themselves with unbalanced 
budgets, unable to meet their debt charges in full, unable to provide 
an adequate standard of the social services for which they have been 
made responsible, and unable, more particularly, to finance the 
increased requirements for certain of these services during recent 


years; 


(3) The provincial government, while suffering a heavy decline in 
revenue, has been called upon to meet increased expenditures for 
relief and social services, and rapidly increasing debt charges upon 
the moneys which it has been forced to borrow for relief purposes. 
In spite of the most drastic economies, involving the partial star- 
vation of many essential public services, and notwithstanding unpre- 
cedented increases in taxation to meet even the minimum demands 
of these services, the provincial government has found itself unable 
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f 
to maintain a balanced budget, except on so-called current account, 
and has been forced to borrow practically the whole amount of the 
requirements for unemployment relief during the last seven years; 


(4) The school districts, which derive their main support from the 
municipalities but receive some assistance through statutory and 
other grants from the provincial government, have been forced to 
carry on with greatly reduced assistance from the municipalities. 
As a result, rural school education has been maintained only by the 
unexampled sacrifices of teachers and taxpayers alike. The drastic 
reductions of teachers’ salaries, consolidation in many cases of the 
pupils of two or more schools under one teacher, special grants to the 
more needy schools from the provincial treasury, and establishment 
of correspondence courses by the provincial government in order to 
meet the needs of numerous isolated cases, are only some of the 
expedients which sheer necessity has foreed upon rural education. 


(5) General conditions in Manitoba at the moment are better than at 
any time during the past seven years, due to higher than average 
prices for primary products during the last two years and to more 
than average crops this year, except along our western boundary. 
While increased returns have temporarily eased the situation, 
they furnish no excuse for further delay in making certain funda- 
mental adjustments which are necessary in our economic and gov- 
ernmental relationships, if the federal system as we have it is not 
to be subjected to strains which will further weaken the structure 
of Confederation. 


ECONOMIC AND SOCIAL DEVELOPMENTS 


In your instructions it is noteworthy that you have been asked to examine 
not only the constitutional allocation of responsibilities and revenues, and the 
past results of such allocation, but you have been asked to do so “‘in the light 
of the economic and social developments of the last seventy years.” 


You will therefore wish to inquire, as we have sought diligently to find 
out, what light the political, economic and social developments of the last 
seventy years have shed upon the problems of todayX Our study indicates 
that while the history of the early years sheds but little light upon present-day 
problems, the mid-Confederation period furnished more, the last three decades 
a very great deal, and the last ten years a veritable flood. 


We have already shown that the weaknesses in the financial set-up which 
came into existence with Confederation in 1867 have become only too evident 
with the growth in social consciousness of our people and the resulting demands 
upon governments, more particularly after the first decade of this century. 
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We have shown that with the precipitous decline in income of both 
individuals and governments in recent years, and the great increase in govern- 
mental requirements for social services, including unemployment and agri- 
cultural relief, the problems of individuals and governments and municipalities 
and school districts have been kept within manageable proportions only by 
sacrifices of an unprecedented character on the part of all our citizens— 
sacrifices which it is impossible to expect them to continue to make. 


'. The last quarter century with its termination in the depression has set 
out in bold relief the vulnerability of our western economy and some of the 
weaknesses of our governmental set-up as these have developed since 1867. 
If we have come through the last decade of this period with any credit to 
ourselves, the thanks are largely due to the rank and file of our people. While 
they have been critical of the conditions that brought about their economic 
difficulties, yet they have kept their feet on the ground, and with a maximum 
of economy and patience and sacrifice, have met each problem as it came 
along, including six long years of the most serious depression any Canadian 
community, with the exception of Saskatchewan, has ever been called upon 
to face. 


There is probably no one who will deny that the people of western Canada 
have stood up under the tremendous handicaps of low prices, poor crops, high 
taxes, reduced services, annual losses of income and periods of unemployment, 
with a courage and fortitude seldom before witnessed. If, in the course of six 
or seven years of continued repetition of some or all of these conditions, con- 
siderable numbers of them have come to the conclusion that their difficulties 
have not been adequately met by our society, including our institutions of 
government, that result is scarcely to be wondered at. Under the stress and 
strain of the last seven years, in the minds of some, confidence in the ability 
of governments to meet these conditions wisely and justly has been shaken. 
While the average citizen does not appreciate the difficulties involved in 
adjusting the set-up of modern civilization to meet the demands of a major 
crisis, he nevertheless fully appreciates the effect of the inequities that from 
time to time thrust themselves upon him, inequities which when long continued 
develop into grievances and these in turn, unless redressed, inevitably lead to 
extreme types of radical thinking. 


From these developments western Canada in recent years has not been 
free. This Commission appears late upon the scene. The task it faces is therefore 
the greater because not only have economic conditions to be analyzed, and 
the governmental structure to be revised, but the depression psychology of 
large numbers of people is a problem which has to be met. This triple challenge 
which faces you and us will be successfully met only to the degree by which 
the findings of this Commission and the subsequent policies of governments 
generally meet the demands of a greater measure of economic and social 
justice. To those who have borne the brunt of a heavy and inequitable burden 
during the hard times of recent years half-way measures of redress will not be 
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adequate. In our judgment the institutions of government in Canada, and the 
members of this Commission, are facing a problem which, in the interests of 
Canadian unity, they must not fail to solve. 


1867 AND AFTER 


The suggestion that this section of the Dominion was brought into 
Confederation more in the interest of Canada than in the interest of its own 
future, it will profit us little to discuss now. The idea in the minds of some that 
the advantages to Manitoba from joining Confederation were more than 
offset by the disabilities may be passed over for the moment. Whatever course 
a different policy would have made possible, it is of little consequence to 
speculate on such things now. We are in Confederation. What has been done 
has been done. What remains to be done is what matters. The problem now 
is to remedy the weaknesses that exist in the basic structure that has been 
erected and to build a superstructure as wisely as it can be built. 


You have been delegated to diagnose certain aspects of this problem “‘in 
the light of the economic and social developments of the last seventy years.”’ 
In this connection we would point out that certain of these developments now 
constitute disabilities upon this part of Canada. If, in your diagnosis of the 
problem, it is made to appear that these disabilities are of some magnitude, 
let it not be thought that the advantages of Confederation are being questioned. 
Quite the contrary is the case. It is our view that Confederation has advantages 
which we cannot afford to lose and which it is the aim and purpose of the great 
majority of western Canadians to help develop. But it is our view also that if 
disabilities of some magnitude are present, it is in the interest of the nation 
that they be removed or adjusted before discontent upon a major scale 
develops. And it is our view further that it is to the advantage of the com- 
munity at large that any such disabilities be brought under the most careful 
scrutiny and diagnosed and understood, in order that suitable remedies may 
be determined, and that these remedies may find acceptance by the Canadian 
people and be adopted by their representatives in Parliament. 


In presenting our views on the effects of “the economic and social develop- 
ments of the last seventy years” upon this portion of Canada, which we 
propose to do in some detail, we do not wish it to be understood that failure 
to discuss the advantages of the West does not mean that there are none. 
It is now very generally known that much of our soil is rich, our land prices 
low, the quality of our agricultural products high, the climate healthful and 
the seasonal distribution of precipitation, if not the total amount, favourable. 
Our resources of mines and forests and streams are matters of common 
knowledge, our transportation and marketing facilities well developed, and 
our social and educational facilities well organized. 
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The advantages of our economy are not discussed in this presentation, 
because they have been frequently stated and often emphasized in the past 
and are already well understood. The disabilities are discussed because they 
are such that they are now limiting our maximum development, and because 
if the Canadian people are to develop sound constructive national policies 
they can only do so to the extent that each part thoroughly understands 
the disabilities, as well as the advantages, of every other part of the nation. 


With these observations in mind, let us then proceed to a review of certain 
of the political, economic conditions which now constitute disabilities upon 
this section of Canada. 


MANITOBA’S CASE—SUMMARY AND RECOMMENDATIONS 


Toa 


FOUR GROUPS OF DISABILITIES 


The disabilities that have developed during past years and that are now 
resting upon this section of Canada fall naturally into four groups: 


1 Disabilities arising from the Confederation set-up and judicial inter- 
pretations of it: 


2 Disabilities arising from unfavourable Federal policies; 
3 Disabilities arising from the incidence of certain extraneous factors. 
4 Disabilities arising from certain inherent conditions. 


Those disabilities which are the result directly or indirectly of the con- 
stitutional set-up are matters of immediate concern to this Commission in 
the discharge of its duties. Those which arise from other circumstances not 
directly or indirectly related to the division of responsibilities under Con- 
federation are, in some degree, beyond the power of our system of government 
to remedy; nevertheless, all of them are of concern to this Commission and 
to the people of Canada, not because they can be altered by the government 
of Canada, but because if the government of Canada is to serve its citizens 
with equity, cognizance must be taken of the major disabilities of every 
section of the State in order that the policies determined upon may be fair 
and just, and such as will promote harmony and unity in the State. 


1.—DISABILITIES ARISING FROM THE CONFEDERATION SET-UP AND JUDICIAL 
INTERPRETATIONS OF IT 


The disabilities arising from the Confederation set-up and the judicial 
interpretations of it may be discussed under four headings: 


A.—The failure of the Act of Confederation, as interpreted, to place 
upon the Dominion government with its unlimited tax base com- 
mensurate responsibilities for the welfare of its citizens; 


B.—The burden to the provinces of the cost of social services not con- 
templated sixty-seven years ago, but now by practice and judicial 
interpretation assigned to the provinces; 


C.—The inadequacy of the tax base allotted to the provinces to meet the 
responsibilities now placed upon them; 


D.—The constitutional inability of the Dominion government to assume 
and discharge its proper share of the new responsibilities now gener- 
ally recognized as belonging to central governments; 


Unemployment relief; 
E.—The cost of overlapping responsibilities and services. 
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A.—Tue Faiture or THE Act OF CONFEDERATION AS INTERPRETED TO PLACE UPON THE 
DoMINION GOVERNMENT WITH ITs UNLiIwMITED Tax Base, COMMENSURATE RESPONSIBILITIES 
FOR THE WELFARE OF ITS CITIZENS 


In Canada, as contrasted with other countries, the responsibility for 
many social services has gradually been placed almost wholly on the provinces 
_Yather than on the Dominion. In 1870, when Manitoba entered Confederation, 

there was, for example, no system of pensions to widowed mothers for child 

welfare, no government construction of highways, no old age pensions and no 
/unemployment relief. None of these was contemplated in 1867 by the Fathers 
of Confederation as the responsibility of the provinces. But in 19387 all of 
these, and others as well, are looked upon as essential government services 
and are interpreted to be constitutional responsibilities of the provincial 
governments. 


/ 


The result of this trend in the case of Manitoba, where the “general 
expenses of government”? made up more than two-thirds of the total expendi- 
tures in 1885 and all other items took less than one-third, is that the 
expenditures for other than general purposes of government increased from 
32 per cent of the total in 1875 to 92 per cent in 1936. On the other hand, 
while the expenditures for these new services were increasing so fast, the 
annual subsidy, which was the chief source of revenue given the province at 
the time it entered Confederation, and which made up 88 per cent of the 
province’s total expenditure in 1875, had dropped by 1936 to 1214 per cent. 


Thus Manitoba and the other provinces of Canada have found themselves 
in a position as to financial responsibility in which, we contend, it was never 
intended they should be placed, in which it is unwise they should continue to 
remain, in which many find it difficult to carry on and which most of them 
consider inequitable and contrary to the best interests of the nation. Yet, aside 
from the services for returned soldiers, the Dominion government has accepted 
no major responsibility for any important social service except Old Age 
Pensions, and in this case it has not assumed the whole cost, one-quarter still 
remaining a charge upon the provinces. 


We submit that the interpretation of the British North America Act 
which places upon the provinces the financial responsibilities for such essential 
public services is the primary cause of the break-down of municipal finances 
in parts of Manitoba, one of the chief causes of provincial deficits here and 
elsewhere, and a fundamental weakness, which must be remedied at once if 
Canada is to carry on as a unified nation. 


B.—Tue BurDEN TO THE PROVINCES OF THE Cost OF SocraLu SERVICES Not CONTEMPLATED 
Spyventy Years Aco But Now By PRacTICE AND JupiIciAL INTERPRETATION ASSIGNED 
TO THE PROVINCES 


It has been shown that most of the so-called social services now costing 
all the provinces so much money were not even contemplated as government 
responsibilities in 1867; also that no one in 1867 had any thought that services 
of this costly character should become the responsibility of the weaker pro- 
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vincial governments rather than of the stronger Dominion government; and 
it has been shown, as well, that the growth in total expenditures of the govern- 
ment of Manitoba is not to be found in the general expenses of government. 


From 1881 to 1936 the per capita expenditures of the Manitoba govern- 
ment for purely governmental purposes practically remained stationary. They 
increased only six cents during that long period; or from $1.60 in 1881 to $1.66 
in 1936. 


The causes of the large increase in total expenditure are to be found” 
in the growing demands of education, in the growth of expenditures for 
social services, in the expenditures for public works, including highways, in 
expenditures for building institutions for the care and training of all classes 
of those who had become wards of the state, and in the increase in interest 
on the public debt. 


During the period from 1881 to 1936 when the population multiplied 
eleven times, the general expenses of government increased from $100,000 
to $1,200,000, or but very little faster than the population; but the cost of 
education increased from $24,000 to $1,700,000, or six times as fast as the 
population, while the cost of public welfare services increased from $6,500 to 
$2,600,000, or more than thirty times as fast as the population. 


We submit that the inadequacy and unfitness of the financial plan of 
Confederation which in its working out has imposed this heavy charge on 
certain of the weaker provinces if not remedied, will lead directly toward a 
disunited and a disaffected Canada, and away from that happy condition 
of national unity which was one of the chief purposes Confederation was 
intended to achieve. We submit that the train of events which left these 
burdens upon the doorsteps of the provinces is not a sufficient justification 
for an enlightened state leaving them there. 


C.—InaApDEQuacy oF THE Tax Base ALLOTTED TO THE PROVINCES TO 
Meer tHe RESPONSIBILITIES Now PLacED Upon THEM 


It has been shown that while the per capita cost of general expenditures 
of the government increased proportionately no more than the population, 
the cost of education increased six times as fast as the population and the 
cost of social services increased thirty times as fast as the population since 
1881. Thus the “flagrant error” of the constitution, to use Mr. Rogers’ apt 
phrase, is clearly evident. Increases in the subsidy to the provinces were by 
the constitution to be based directly on increases in population, but unfor- 
tunately increases in the costs of government were determined not by increases 
in population but by public welfare services which increased, some six times 
as fast, and some thirty times as fast, as the population. 


The provision intended to be made at Confederation, according to Sir 
A. T. Galt, was one by which the provinces were to be given ‘‘an insignificant 
amount of work’ to be “as little costly as possible” because “‘an expensive 
kind of machinery” would “affront the intelligence of the people.” What was 
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clearly the intention at the time of Confederation has turned out to be exactly 
the opposite, the provinces now finding themselves with a most extensive 
amount of work which they find very costly and expensive, and which, we 
submit, is not the allocation “the intelligence of the people” would now make. 


It will be readily admitted that there have been and will continue to be, 
single years and groups of years when western provincial economies can 
maintain reasonable standards of public service. On the other hand, there will 
be single years and groups of years when certain provincial governments 
cannot by any stretching of their purse strings meet the responsibilities now 
imposed upon them by the constitution as now interpreted. An extreme 
illustration is one outside our border—the southwestern portion of the province 
of Saskatchewan. No observant student of governmental affairs today can, 
with any justification, say that that province, after half a dozen years of 
drought over one-third of its settled area, and last year’s drought over three- 
quarters of it, can, without outside assistance, maintain a normal Canadian 
standard of all the public services for which the provinces are held to be 
responsible. 


What can be said of that part of Saskatchewan today can be said also 
of considerable areas in each of the other prairie provinces in which the 
situation, if not quite as bad, approaches in severity that of the territory 
mentioned. For example, how can it be expected that the five drought area 
municipalities in southwestern Manitoba and municipalities in a similar 
economic condition in Alberta can maintain any reasonable Canadian standard 
of the social services allotted to them when for six years in succession crop 
failures have been the rule and not the exception? 


The best evidence as to whether the provinces should continue to be held 
responsible for financing these services is the budget position of the provinces 
as compared with that of the Dominion today. The Dominion, even with its 
much higher scale of expenditures and even after restoring its salary cuts, 1s 
now approaching a balanced budget, while the majority of the provinces 
with their much more modest expenditures and in some cases at least no 
restoration of severe cuts in salaries are still carrying huge annual deficits. 
If this is permitted to continue it cannot result other than in the breakdown 
of the financial structure of scores of additional municipalities and even of 


some provinces. 


The position which we take with respect to the taxation field now allotted 
to the provinces may be stated in two brief sentences. First, the responsibilities | 
placed upon the provinces by the constitution as now interpreted are too 
heavy and too inequitable as a matter of practical governmental adminis- 
tration to be borne on the taxation base allotted to them. Second, the remedy: 
for this situation is not to extend the taxation base now allotted to the 
provinces, but to have the stronger central government assume the respon- 
sibility for a reasonable share or a minimum standard of public services 


throughout all the provinces. 
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If further support of the latter contention is needed it may be found in 
the report of the Bank of Canada on Manitoba’s finances, which reads in 
part as follows: “... we are not prepared to say that it is practical to increase 
revenues by further taxation.” 


Anything short of the assumption of greater responsibilities by thev 
Dominion will leave those provinces, which have within their borders the 
unsheltered industries, in a condition of economic inferiority which we submit 
is not a healthy state for any section of a nation. If certain provinces must 
accept unfavourable national policies determined by majorities who live else- 
where, and are at the same time denied assurance of a minimum standard of 
public service, the prospect of Canada becoming a nation truly united by 
anything more than legal bonds will be unnecessarily postponed. 


D.—Tuer ConstituTIONAL INABILITY OF THE DoMINION GOVERNMENT TO ASSUME AND 
DiIscHARGE ITs PRoPER SHARE OF THE NEw RESPONSIBILITIES NOW GENERALLY RECOGNIZED 
AS BELONGING TO CENTRAL GOVERNMENTS 


It is important to note that while a heavy load of costs was gradually. 
being placed upon the provinces, three other things were happening; first, the 
-subsidy given by the Dominion was providing a much smaller and smaller 
percentage of the revenue of provincial governments; and second, the Dominion 
revenue from customs and excise which was given to the Dominion by the 
provinces at Confederation was increasing much more rapidly than the subsidy 
payments to the provinces, while at the same time the Dominion had entered 
the field of direct taxation; and third, new social responsibilities appeared for 
which the Dominion was not legally responsible and which some of the 
provinces could not finance. 


In 1875, as has been pointed out, the subsidy payments to Manitoba 
provided 88 per cent of the total expenditures of the province. In 1881 they 
were 5614 per cent, in 1891, 7334 per cent. The percentage became less and 
less throughout the years until in 1936 they made up only 1214 per cent of 
the total. 


During this period when the subsidy as a percentage of Manitoba’s 
revenues dropped so rapidly, the actual subsidy payments to all the provinces 
increased from $3,430,846 in 1880 to $16,993,900 in 1936. They multiplied by 
five times. In the same period the Dominion revenues from customs and 
excise increased from $18,303,771 in 1880 to an average of $214,000,000 in 
the five years prior to 1931. They multiplied by almost twelve times, or 
nearly two and one-half times as fast as the subsidies paid to the provinces. 
If the much lower revenues from customs and excise for the average of the 
five years after 1930, viz., $138,000,000, are taken, it will be seen that even 
these multiplied almost eight times or one and one-half times as fast as the 
subsidy payments. 
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We submit that both the constantly decreasing proportion that the 
subsidies bear to the total provincial revenues, and the constantly increasing 
proportion that the Dominion revenues from customs and excise bear to the 
subsidies paid to the provinces, while not conclusive in themselves, are very 
substantial arguments for assumption by the Dominion of a larger share of 
the cost of public welfare services. 


UNEMPLOYMENT RELIEF 


_/ As to the new services that in recent years governments have found it 
necessary to undertake, the most important from the standpoint of cost is 
unemployment relief. Since 1930 the numbers on relief in Manitoba for the 
month of November in each year are as follows: 


Month of November Individuals 
LOS OM SRT MER, Se RS clear cite Ss aka Sie 1Ss5S 
IS LOM ae, GRMN Seat ses fy cet eis soe NS cd ole Serie. Slr 45,638 
OS Sey ae. cee ters ore cere ates A aie 54,805 
HOSS Ae. PI NINE, . hic es.5,c SOPOT IRUS oc bho ote 76,781 (High point, March, 1934, 105,587) 
USE Weel, Aig ee Sale es Sopra | Ale iinet aA ee 41,378 
POS DART re Ree Sale actin eae Mae © oes 80,566 
OSG Se eRe ee Re Sia act ASMA soph toleManlel eats 83,504 
LOS? (estimate ONLY): . a5 cos ses seuss « 62,000 


In the Manitoba budget this item appeared only very occasionally and in 
small amounts prior to the year 1930. From that year up to April 30, 1937, 
the total cost of relief and relief works in Manitoba was $53,278,775.98. The 
total cost was divided as follows: 


The. cost to the Dominion, ...2......; $19,602,697.64 
The cost to the Province............. 18,550,572.12 
The cost to the Municipalities........ 15,125,506.22 


It has already been shown elsewhere that by far the greater part of these 
expenditures has been met by borrowing. The result is, at April 30, 1937, that 
the province owed on its relief debt $23,736,570.51, covering both its own 
costs and moneys borrowed for reloaning to municipalities; the municipalities 
owe considerable sums to other creditors on their relief debts and, at April 30, 
1937, they owed to the provincial government on their account the sum of 
$4,608,255.74, practically all of which was borrowed by the province from 
the Dominion. 


The figures quoted here, as well as those quoted elsewhere for other 
services, show the rapid increase in cost to the provincial government for 
services for which, as responsibilities of provincial governments, the Fathers 
of Confederation made no financial provision. These figures in themselves are 
a sufficient condemnation of the policy of expecting either the municipalities, 
or the provinces, or both, to meet any considerable share of the cost of such 
services. A crisis such as that of the last seven years gives particular emphasis 


to this argument. 
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But the figures do not tell the whole story. In the case of some seven or 
more suburban municipalities adjoining Winnipeg, a considerable portion of 
the burden of relief has been met by the municipalities defaulting in the 
interest payments on their bonds and using the money thus “saved” to pay 
their share of relief. 


With regard to other measures of social security such as unemployment 
insurance and health insurance, it need only be noted here that the constitu- 
tional responsibility for these also now rests upon the provinces. The Domin- 
ion, by judicial interpretations of the constitution, has been denied the right 
to deal with them. Obviously this situation cannot be continued unless we 
are to admit that we are incapable of adjusting our machinery of government 
to accomplish necessary reforms approved by parliament. 


We submit that on every ground of equity and sound administration the 
financially strong central government ought to be given power to provide 
those social services which must now be recognized as national responsibilities, 
and that the smaller political units should be relieved of a great part of the 
responsibilities now resting upon them. The argument is all the stronger when 
it is remembered that it is the central government which has jurisdiction over 
immigration, monetary and trade policies, all of which determine as far as it 
can be determined by state action, the prosperity, or lack of it, of the citizens 
of Canada, including both the taxpayers who pay the relief and the unem- 
ployed who receive it. 


At a later stage in this presentation a plan of rearrangement of govern- 
mental responsibilities will be presented. Therein an attempt has been made 
to work out an equitable method whereby the Dominion government may 
assume responsibilities more commensurate with the broad privileges and 
powers it possesses in our federal system. 


E.—Tue Cost or OVERLAPPING RESPONSIBILITIES AND SERVICES 


In a Federal system of government there is necessarily a division of respon- 
sibilities and services between the different governments affected—in the case 
of Canada, between the Dominion and provincial governments. If the division 
is clearly stated there should be a minimum of overlapping. If, as in the case 
of Canada, certain responsibilities are shared, there is necessarily some over- 
lapping. We feel, however, that where double jurisdiction does exist, mutual 
arrangements should continue to be made so that all unnecessary overlapping 
be removed and the administration of such services be made as efficient and 
as economical as possible. 


In Canada there has been overlapping in the administration of law and 
order, in tax collection, in incorporation and administration of companies, in 
certain commercial activities, in the activities relating to agriculture, public 
health, natural resources, and in other fields of governmental services. 
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For more than a dozen years we have co-operated with three different 
Federal administrations to try to eliminate unnecessary duplication and, at 
the same time, to maintain efficient, economical service. Some progress has 
been made. The two police organizations of the province and the Dominion 
have been amalgamated at a saving to the province of $150,000 a year. The 
two income tax administrations of the province and the Dominion are now 
being amalgamated, with small economies to us, and we hope more effective 
service. In the Departments of Agriculture and Health, and Natural Resources, 
overlapping has been reduced, if not altogether eliminated. In the commercial 
field of farm loans, where duplication of organization exists, discussions are 
une way looking toward amalgamation, but as yet little progress has been 
made. 


In the field of company incorporation and supervision there is need for 
both clarification of zones of responsibility and for lessening of duplication. 
Much work has been done and some progress has been made, but much is 
yet required to be done. 


In the field of scientific research there is some overlapping, and there is 
some failure to adequately utilize existing organizations. There are trained 
men in our universities who lack adequate financial assistance for research 
work. There is a National Research Council at Ottawa. There is some co-opera- 
tion and an excellent spirit existing between the universities and the Council. 
But as long as the research work of our universities lacks the necessary financial 
support, the fullest use of the university talent is not obtained. A furtherance 
of the trend toward granting of assistance by the federal authorities to the 
universities under conditions to be laid down by the Dominion and under 
the supervision and co-operation of the Dominion or the National Research 
Council is much to be desired. 


2—DISABILITIES ARISING FROM UNFAVOURABLE DoMINION POLICIES 


Having dealt with the major disabilities arising from the Confederation 
set-up, we wish now to discuss those arising from certain unfavourable Domin- 
-ion policies. Among these are: 


A. Unfavourable Effects of Dominion Land Settlement Policy. 
B. Unfavourable Effects of Dominion Tariff Policy. 
C. Unfavourable Effects of Dominion Monetary Policy. 


A.—UNFAVOURABLE Errects or Dominion Lanp SETTLEMENT Pouicy 


When Manitoba entered Confederation in 1867, the Dominion govern- 
ment kept control of the land and other resources within the province. As a 
result, the settlement of the land, the plans for the development of the mineral 
and forest resources, the building of railways and the stimulation of immigra- 
tion all came directly under the control and direction of the Dominion gov- 
ernment. We do not suggest that the governments in power in Ottawa during 
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the first sixty years of Confederation were entirely misguided in pursuing the 
policies which they considered to be in the national interest; but we do suggest 
that those policies were not framed with sufficient consideration for the ulti- 
mate consequences upon some of the provinces, and certain of them have 
resulted in very considerable handicaps for those now living in the prairie 
provinces. 


The building of the first railroad system in western Canada was predi- : 
cated, at the time, upon three purposes. These were (1) Imperial defence; (2) 
National unity; and, (8) the development of the West. 


The first two of these demanded speedy action and the resulting haste of: 
this and other railway construction left certain grave maladjustments in the 
economy of the prairie provinces. The later railways were built, some of 
them into new areas for settlement and some as competing systems, but all 
opened up for immediate settlement new areas of land before any compact 
settlement had taken place in the areas already opened up. 


Having committed themselves by their agreement with British Columbia 
to build a transcontinental line, the Dominion government was faced with 
the necessity of finding the means of financing construction and of making 
the line profitable after it had been built. The construction of railways was 
partly financed by extensive gifts of land from the public domain. These lands 
were hurriedly opened up for settlement by sale. Ll-considered and hasty v 
settlement on a tremendous scale was thus resorted to in order to find revenue 
for the railroads. 


If the railways had not been projected in this manner colonization and» 
settlement would have expanded in a more compact and normal way. The. 
result was a widely scattered population which demanded relatively high 
expenditures per capita by local and provincial governments in order to provide 
the various services required by the people. 


Settlement of Unsuitable Areas.—Large tracts of land were thrown open 
for settlement, some of which were unsuitable for agricultural use. Suggestions 
on the suitability of certain areas for agriculture by Palliser and Hind were 
ignored, and settlement permitted in unfavourable climatic zones. The land 
grants to the railroads made settlement more extensive and scattered by 
holding large areas of land near the railroad line out of use and by forcing 
homesteaders, looking for free land, to settle in more distant areas. Extravagant 
hopes held out for early railway facilities at points distant from existing lines, 
hopes which were often not discouraged from official sources, also induced 
scattered settlement. 


Familiar examples of unwise settlement are not far to seek. The opening 
up for grain growing purposes of the short grass grazing land in southeastern 
Alberta and southwestern Saskatchewan is the first classic example. The 
throwing open for settlement of smaller unsuitable areas in different parts 
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of Manitoba resulted in similar but less conspicuous failures. The results are 
now shown in the necessity for resettlement elsewhere at extraordinary costs 
to municipalities and governments and great hardships and distress to the 
unfortunate settlers affected. 


The opening up for settlement of large tracts of land wholly unsuitable 
for farming of any kind was not the only mistake in settlement policy. In 
certain areas where farming could be carried on successfully only on a farm 
unit of a certain minimum size, smaller farm units of settlement were estab- 
lished. As a consequence, the history of the areas in which such a policy pre- 
vailed was that eventually a considerable number of original settlers were 
forced, after investing their time and money, to abandon their holdings. 


The result of these errors in settlement policy was that eventually facilities 
such as schools, which had been built on prospects of a larger population, were 
left to be paid for on a basis of a smaller one. Moreover, population which 
could be cared for within a smaller area, if settled properly in the first place, 
was left spread over a wider area with consequent increases in the cost of 
road maintenance, etc. Governmental costs of both municipal and provincial 
governments, and of course in consequence taxes also, were greatly increased. 
The taxpayers in the end had to pay more for what should have cost less if 
a more considered settlement policy had been followed. 


Again, as an element in national policy, at a time when mechanization 
had not yet reached its present high stage in development, the Dominion 
government had admitted to western Canada, to provide common labour in 
railway and building construction, large numbers of workmen, unskilled in 
either the trades, or in any real sense, in agriculture. These men who were 
often without sufficient capital to make an adequate start in agriculture, 
willingly served their new country in the railway and building construction 
work incidental to the opening up of a new territory; but when this construction 
work ceased they found it difficult to fit into the economic life of their 


adopted country. 


It is not entirely relevant here but it is an interesting coincidence that 
between the years 1911 and 1936 our population increased from 461,394 to 
711,216, or by 249,822. At the same time the natural increase, namely, the 
number of live births less the number of deaths, amounted to 250,774. It thus 
appears that if we had retained our own people, our population would have 
been almost exactly the same as if no immigration into the province had 


taken place. 


It may be observed that people migrate to improve their economic and 
social position. Between the years 1931 and 1936 Manitoba’s population 
increased by 26,911; or less by 11,077 than the natural increase of 37,988. 
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It may be further observed that if there is any urgency for increasing 
the population of western Canada by the resumption of immigration from 
overseas, there is, in our opinion, much greater urgency for reconstituting 
the economic relations of the prairie provinces to the nation as a whole so 
that the West may be saved for her own children. If we want immigration 
into western Canada we need have no fear but that this will happen if the 
conditions are such as to tempt immigrants to come. 


B.—UNFAVOURABLE Errects oF DomINIoN Tarirr Po.ticy 


At Confederation the provinces gave up their jurisdiction over tariff 
matters to the Dominion government. Since that time the tariff policies of 
the Dominion, presumed to be in the interests of the nation as a whole, have 
worked out to the very great disadvantage of certain provinces. 


We have presented to the Commission evidence of. the burden of this 
Dominion policy on the people of this section of the Dominion. The result of 
our investigation, stated in what we believe to be minimum figures, shows 
that the burden the Dominion tariff places upon the three prairie provinces 
comes to the staggering total of 58 million dollars per year. This figure is twice 
as much as the total of all of the annual taxes imposed by all three prairie 
governments combined. It is a heavy price to pay for the privilege of being 
in Confederation. 


Cost to Manitoba.—tin the case of Manitoba the tariff policy, as now in 
effect in Canada, has been found to impose a burden of 15 million dollars 
per year upon our people. This is an indirect tax of almost unbearable weight. 
It is 75 per cent more than the total of all our provincial taxes which are 
themselves too heavy. It is almost as much as the total taxes collected by all 
our municipalities combined. It has for many years imposed a burden exceeding 
$100 annually on the average farmer in Manitoba. While the tax in itself is. 
burdensome it has the fundamental weakness that the greater part of it is not 
credited to the Dominion government revenues—it goes to the beneficiaries of 
the protected industries. 


Not only has the tariff raised the cost of production, but the higher the » 
tariff rates are, the less goods come in, and the less the Dominion gets in tariff 
revenue; and the less it gets in tariff revenue the higher it has to raise other 
taxes; thus when the revenues from customs and excise dropped from 189 
million in 1931 to 120 million in 1935, a decrease of 69 million (most of which 
was in customs revenue) other taxes were increased from 107 million to 181 
million, or by 74 million dollars. It was during this period that the sales tax 
was increased from 1 to 6 per cent, and several other taxes, including the 
sugar tax of 2 cents per pound, were imposed. Thus, when tariff rates are 
increased the primary producer not only has his market endangered, the 
price of his products eventually reduced and the price of his necessary pur- 
chases increased but he has his taxes increased at the same time. 
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The tariff has thus constituted a heavy load on the primary industries 

/ of our province and those of other western provinces. Moreover, the long 

term trend of the tariff has been upward in direction and ever-widening in 

y scope. The disabilities upon the province have thus become increasingly 

onerous in recent years. This apparently never-ending upward trend has 

constituted what is probably the most unfair development arising out of the 
federation of the provinces. 


When the provinces gave up their jurisdiction over tariff matters in 
1867, it was not anticipated that this instrument which was placed in the 
hands of the Dominion would be used or could be used to the very serious 
disadvantage of certain sections of Canada. This very marked trend away 
from the spirit of Confederation provides a justifiable ground for major 
dissension in Canada. 


Three Main Developments of Tariff—We have pointed out three main 
developments in Federal tariff policy which deserve attention: 


(1) In the past twenty years, in spite of the views of many in western 
Canada and elsewhere, tariff rates have continued to move upward. 
There have been minor adjustments downward from time to time, 
but the general trend has been in the upward direction. 


(2) More and still more items have been placed under the dutiable 
classes in the tariff, and, as a result, the tariff has tended to become 
an ever-increasing burden as far as the primary producers of western 
Canada are concerned. 


/ (8) The administration of the tariff has changed to the disadvantage of 
export industries. In earlier days we could look at the tariff rates as 
they appeared in the schedules and know (with a reasonable degree 
of certaintv) to what extent we, as primary producers, were being 
taxed under the tariff. In recent years the situation has been com- 
pletely changed. Now the part which valuations for duty purposes 
play in respect to the amount of duty imposed and the extent to 
which the establishment of import valuations have been delegated 
to a department of the government have placed this instrument of 
protection too much in the hands of government officials and too 
little in the hands of the elected representatives of the people. 


Observations on Tariff.—There are two observations which we desire to 
make with respect to tariff matters as far as they concern the West: 


(1) During the exceedingly difficult period which we have experienced in 
western Canada following several years marked by unusually low 
prices for farm products, and by recurring drought over large areas, 
tariffs were at their highest level since Confederation, a level from 
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which they have been but little reduced in recent years. Western - 
Canada carried this load when it was least able to do so, a fact that 
should be emphasized in estimating the disabilities the western 
provinces have had to cope with in dealing with their economic 
and financial problems in recent years. Our problems have been 
made vastly greater by this policy of the Dominion government, 
much greater than most people, even those in western Canada, realize. 


(2) Our second observation with respect to the tariff is that it has- 
increased production costs to the point where many farm units in 
western Canada are finding it impossible to function on an economic 
basis—a trend, thatif permitted to continue, will result in economic 
tragedy, both for us, and for Canadian industry. From the national 
standpoint, as well as from our own, we believe that the best interests 
of all concerned lie in the direction of a reversal of these policies. 
Certainly if the present trend keeps on, more and more of our western 
farmers will be forced to abandon their farms and seek opportunity 
to earn a living in other callings now already over-supplied with 
labour. 


In making these observations we clearly recognize that in a democratic 
system the will of the majority must prevail. How high the majority will 
consider it wise to maintain our costs of production in order to give tariff 
support in the national interest to certain secondary industries, the Canadian 
people as a whole will determine. In the minds of many it is already too 
high. Surely with the disabilities which western Canadian farmers already 
face, the Parliament of Canada will come to realize that there is a limit to the 
burden which they can bear and still survive, and will, therefore, in the national 
interest, commence a retreat from the high-cost production policy our high 
tariff rates have placed upon us. If, however, the nation remains disposed to 
maintain this unequal burden upon several provinces, even at a much reduced 
rate, we submit, that this is an additional argument, why, in its own interest, 
and in the interest of equity to those unfavourably affected, it ought to assume 
a greater responsibility for a reasonable standard of public services throughout 
the nation. 


C.—UNFAVOURABLE Errects oF Dominion Monetary Poricy 


In 1930 Australia was on the verge of national insolvency. At the present 
time, after an intervening period during most of which the great depression 
continued, real incomes of the Australian people and revenues of the Australian 
government are at a new high point. Prosperity not only for the primary 
exporting industries, but for the secondary industries as well, is at an all-time 


high level. 


This change for the better, which commenced early in the depression 
period when most other countries, including Canada, were changing for the 
worse, was the result of considered governmental action by the Commonwealth 
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— government in Australia under its recovery plan. The cornerstone of Aus- 
tralia’s monetary policy, as was so carefully planned, was the part relating to 

_ the exchange rate of the Australian pound. The Australian pound was 
depreciated so that 100 British pounds would buy 125 Australian pounds. 

- This meant that the Australian farmer who sold his wheat at Liverpool for 
100 British pounds could get in terms of Australian money not 100 pounds 
but 125 pounds. As a result of the Australian government’s exchange policy 
the Australian farmer got 25 per cent more for his wheat in Australian money 
than he would have got if the Australian pound had not been depreciated. 


4 Argentina and New Zealand, two other large exporting countries, had 
_ similar exchange policies. But Canada in 1931, 1932 and 1933, the worst years 
of the depression, did just the opposite. Instead of depreciating Canadian 
currency in terms of the British pound so that the western Canadian farmer, 
like the Australian farmer, would get a 25 per cent increase in price for his 
wheat in his own money, the Dominion government actually let the value of 
Canadian money rise in terms of the British pound, so that our wheat pro- 
ducers instead of getting 25 per cent more actually got in 1931, 3.4 per cent 
less; in 1932, 18.3 per cent less; and in 1933, 6.2 per cent less. If the Dominion 
government had kept the value of the Canadian dollar in relation to the 
British pound at the same level that the Australian government kept the 
Australian pound, the wheat producers in western Canada would have got 
many millions of dollars more in Canadian money for their wheat, estimated 


as follows: 
Total for 6 years Annual average 


1931-36 inclusive increase 
Wrhanitob ats eee a 8 31,500,000.00 §$ 5,300,000.00 
Saskatchewan" s,s. Lath. £2 139,900,000 .00 23,300,000 .00 
Fo NGS a kt cata ib otal aloo epee aa ar aie 109,300,000 .00 18,200,000 .00 


Total for prairie provinces .$280,700,000.00 $46,800,000 .00 


For all grain exports the estimated increase for Manitoba for the six-year 
period 1931-36 would have been $35,600,000 or nearly $6,000,000 per year. 


This was a bad deal for the whole Canadian nation. In Part III we have 
given in detail the reasons for this assertion. We can point to the effects of 
the opposite policy adopted in Australia. From a financial position which was 
much worse than that of Canada, it steadily improved, in the midst of the 
depression to a position today which upon the whole is very much better. 


There are those who say that there were reasons, such, for example, as 
our debt being payable in the United States, why we could not follow the 
Australian plan. We submit for reasons we have given in Part III that this 


view is not sound. 
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But if this view is sound, then what has happened is that the national - 
interest has been served at a cost which has borne at least three to five times 
as heavily upon the prairie provinces as upon the rest of Canada, because 
the prairie provinces are that much more dependent upon export markets 
than the rest of Canada. 


Moreover, in proportion to its exports, western Canada had less foreign ~ 
debt to pay than eastern Canada. Thus, if the argument that the necessity 
of keeping Canada able to pay foreign debts, at not too great a cost, is sound— 
which we do not admit—the position is that western Canada lost more on 
its exports than it gained in paying foreign debts and therefore suffered a 
substantial net loss through the Canadian exchange policy. Eastern Canada, on 
the other hand, having in proportion to its exports more foreign debts to pay, 
either gained a greater advantage in paying its debts than it lost in marketing 
its exports, or, at any rate, was ina more favourable net position than western 
Canada. As a matter of fact, eastern Canada did not lose as much as western 
Canada even on its exports. In the first place, it is less than a third as dependent 
upon export markets as western Canada, and, in the second, eastern Canadian 
exports of newsprint, metals, etc., during the worst of the depression were 
to a large extent to the United States, whose dollar was higher in value than 
the Canadian dollar. 


While the western Canadian wheat producer was selling his wheat in 
Liverpool for British pounds for which he could get only 96.6 cents in 1931, 
81.7 cents in 1932 and 93.8 cents in 1933 on the dollar in Canadian money, 
the eastern Canadian exporter of newsprint, metals, etc., selling to the United 
States market, got American dollars for which he obtained 103.8 cents in 1931, 
113.5 cents in 1932 and 108.7 cents in 1933 in Canadian funds. 


We say, without the slightest hesitation, that Canada as a nation received - 
a bad deal in the exchange policy followed by the Dominion government during 
the depression. We say that western Canada got much the worst of this bad 
deal. To those who say that the Canadian exchange policy was a necessary 
evil in the national interest, we reply that the part of Canada which had to 
suffer most from that evil was western Canada. And, unfortunately, it was the 
irony of fate that western Canada was at that very time suffering more than 
any other part of Canada from several other difficulties of a major character. 


$100,000,000 Loss.—It was of grave moment to western Canada that at - 
the time when we were being prejudiced by the Dominion government’s 
omission to develop a monetary policy in the interests of the primary producer 
as an exporter, it also, by an act of commission, raised the tariff to a most 
disastrously high level which was against the interest of the primary producer 
as a buyer. At the very time Australia was laying her plans for a splendid 
recovery, out of the ruins of a virtual national insolvency, by means of a policy 
which had consideration for the interests of the primary producer—a policy 
which increased the price of exportable commodities such as wheat by 25 per 
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cent—Canada actually raised the tariff still higher and did practically nothing 
to increase the prices of her agricultural products. As we have already said, 
no adequate downward adjustment of these exorbitant tariff rates has since 
been effected. 


This great advantage which we could have secured from an appropriate 
monetary policy has been recognized elsewhere. The Australian Commission 
on Grants to the States of Western Australia, South Australia and Tasmania 
acknowledged and measured the benefit of Australia’s monetary policy to her 
export industries located in the three States mentioned. No other conclusion 
can be drawn from the decisions of this unprejudiced body than that our failure 
to provide for Canadian agriculture a monetary policy which would give us 
equality in competition with our competitors created a disability of major 
proportions for this section of Canada. 


What history will say about the two Canadian policies, which, in the 
depth of western Canada’s greatest crisis, placed upon this part of Canada 
a further handicap estimated at 100 million dollars per year, there can be 
little doubt. In the case of Manitoba, these two Dominion policies cost us 
more than twice as much as all our annual provincial taxes. They cost us 
more each year than the total of all the municipal taxes levied by our 174 
municipalities. Thus, in what the Dominion government did and in what it 
chose not to do, it was acting in a way utterly opposed to the interests of the 
primary producers of this country. 


Low Interest Rates Needed—The action of the Dominion government in 
establishing a Central Bank was a favourable feature of Canadian monetary 
~ policy. Since it is apparent from the conditions under which the industries 
of western Canada carry on that it is of the highest importance that all fixed 
charges, including especially interest rates and taxes (to the extent that the 
latter are levies to pay interest), should be kept to a minimum, recent Central 
Bank policy tending towards low interest rates has been most gratifying. 
The interests of primary producers in western Canada lie wholly in the direc- 
tion of low interest rates. It is hoped, therefore, that the present Central 
Bank policy will be continued in order that the basic rates shall be as low as 
possible. We would point out, however, that the basic rate of interest will 
have little practical meaning or effect for citizens and governments of western 
Canada, unless, and until, the readjustments which we now seek have been 
made, because it is obvious that until then neither the citizens nor the gov- 
ernments will be able to obtain the credit which they require at a rate within 
a reasonable margin of the basic rate. 


= From the standpoint, therefore, of reducing interest rates for citizens 
and governments in the future, two things are necessary: 


(1) That the basic rate of interest be kept as low as possible by Central 
Bank policy; 
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(2) That by necessary adjustments of private and public debt, and by 
fundamental changes in the financial plan of Confederation, citizens 
and governments in western Canada shall be in a position in which 
they can obtain their credit requirements at a rate of interest approxti- 
mating the basic rate. 


3.—DIsABILITIES ARISING FRomM CERTAIN ExTRANEOUS FACTORS 


A third group of disabilities, namely, those arising from certain extraneous 
factors, will now be considered. We shall discuss these under three headings: 


A.—The inequity of certain rigidities in the price structure. 


B.—The fall in income and decrease in employment following the con- 
struction era of development; 


C.—The failure of the Dominion government to take adequate steps 
to deal with the problem resulting from the drastic decline in agri- 
cultural income in recent years. 


A.—Tae Inequitry or Certain RIGIDITIES IN THE PRICE STRUCTURE 


One of the causes contributing to the economic difficulties of western — 


Canada is the peculiar nature of the price structure that determines the income 
of different groups and different areas in Canada, and that places upon the 
primary producers in this part of Canada the full effect of decreases in the 
world prices of our agricultural products. 


By price structure we mean the combination of factors which determines 


the income of western Canada. Such western income, derived for example from - 


wheat, is what is left to the producer after the fixed charges for all the various 
expenses of handling it (beyond the producer’s door or beyond our borders), 
are deducted from the world market price. To illustrate: the freight on wheat, 
the commission on its sale, the cleaning and handlingcharges are all fixed amounts 
per bushel regardless of whether wheat sells for $2.00 per bushel or 50 cents. 
The prices of equipment and repairs, and the rates of interest on loans, while 
not permanently fixed, nevertheless respond not at all or very slowly to 
declines in wheat prices. As a result, western Canada, to a considerable 
degree, finds its income determined by what is left after other fixed charges 
and semi-fixed charges, are paid for; it may be said to get the “residual” price. 


The effect of this may be made more clear by an illustration. When the 
price of wheat at Fort William falls from $1.00 to 50 cents per bushel, it is a 
decline of 50 per cent in price at that point. If we assume that the total cost 
incurred in handling wheat after it leaves the farmer’s granary is the hypo- 
thetical figure of 25 cents a bushel the net price to the farmer would drop 
from 75 cents per bushel to 25 cents, his income thereby being cut by 6624 per 
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cent despite the fact that the price of wheat at Fort William declined 
by only 50 per cent. At the same time the earnings of the railway for freight 
and the elevator for storage charges and the commission man for handling 
charges do not drop at all. 


In brief, while the income of certain other classes tends to become a fixed 
amount per unit of our products regardless of whether the price is high or low, 
the income of the producer bears practically the whole shock of reductions in 
price. In other words, the deduction of these fixed charges accelerates the 
reduction of income to producers and leaves them carrying the major portion, 
if not all, of the weight of the decline. 


We are a producer area and producer’s prices are subject to a cumulative 
series of charges that do not bear a constant relation to price. How serious 
this becomes when the price of wheat at Fort William drops to 54 cents per 
bushel, the average for the 1932 crop season, one can well recognize. (One 
day it was down to 40 cents.) 


Another aspect of this condition should be cited. The agricultural com- 
—~modities which suffer most are those which must seek distant markets. An 
economy such as that of western Canada, dependent mainly on wheat and 
foreign markets, therefore, suffers the shock of cyclical dislocations in general 
business conditions to a greater extent than does the nation as a whole, yet, 
during all kinds of adverse conditions this western area puts forth its efforts, 
without cessation or diminution, to produce as large as possible a volume of 
material goods, thus supporting the income of that long chain of services which 
_ stretches across Canada and even to distant markets. Because of these condi- 
tions, which force upon primary producers the chief shock of price declines, it 
is important to recognize, in any re-arrangement of Dominion-Provincial 
relationships, the need for greater responsibility on the part of the central 
government for the cost of social services. 


B.—Tue Decrease IN INCOME AND LESSENING OF EMPLOYMENT FOLLOWING THE 
ConstRuUCTION ERA 


The income of the people of Manitoba and western Canada generally 
during the pre-war period depended to a significant extent upon those gainfully 
employed in the building trades and railway construction. The expansion of 
these activities along with the development of our natural resources, partic- 


ularly land, created a progressively prosperous era in the prairie provinces. 
The influx of skilled and unskilled labourers into western Canada at that time 
was in a large degree responsible for the growth of our cities, towns and 
villages. As settlement moved westward, Manitoba continued to service much 
_ of this development in the two-way traffic which resulted. When a country 
is expanding its construction of railways and buildings to meet the needs of 


a rapidly growing population as in the early years of this century in the West, 
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employment is increased and tremendous expenditures are made for plant 
and equipment, and the expenditures for such plant and equipment flow into 
the income streams of the population. When these activities cease, employ- — 
ment opportunities drop off and the absence of the former expenditures sharply 
reduces the community income. 


In 1911, 15.16 per cent of the total population of Manitoba and 39.27 
per cent of those gainfully occupied were engaged in agriculture. In 1936 there 
was no substantial change, there being 14.29 per cent and 37.65 per cent, respec- 
tively, thus engaged. 


Decreases in Employment.—In the building trades we find a significant 
change has occurred. In 1911, 4.03 per cent of the total population and 10.45 
per cent of the gainfully occupied were included in this classification. By 1936 
this industry had declined by more than a half to a point where only 1.79 per 
cent of the total population, and 4.71 per cent of the gainfully occupied were 
so engaged. 


In 1911, 3.71 per cent of the total population, and 9.61 per cent of the 
gainfully occupied were employed in our transportation system; in 1986 these 
percentages had shrunk by a third to 2.55 per cent and 6.72 per cent, respec- 
tively. Relative percentages of those engaged in manufacture, trade and 
merchandising have also declined. 


The tremendously rapid growth of population during the first quarter of - 
the century placed an unusually heavy burden upon the provincial govern- 
ments, which could in no way control the national growth but which were 
nevertheless charged with the cost of the public services consequent upon it. 
Moreover, our present economic difficulties are due in part to the very sharp - 
decline in employment income consequent upon the cessation of activity in 
the construction industries. 


In western Canada, in the discernible future, no large capital expenditures 
comparable to those that prevailed from 1905 to 1930 may be expected. Our 
railroads are fully developed and public works in large part completed; our 
cities, while needing repair, are, to a large extent, already built. The adjustment 
which we propose with respect to indebtedness and social services recognizes 
the situation which we have so briefly described but the importance of which 
we cannot too strongly emphasize. 


Burden of Taxation on Land.—In passing it should again be emphasized - 
that no single factor subject to the control of governments has retarded 
building activity so greatly as the loading of an intolerable burden of taxation 
on land. This is the result of the unsound policy of leaving social services and 
relief costs as a charge upon the provinces and municipalities. The land tax is - 
a major obstacle in the way of restoring employment in the building trades. 
The provincial government has recognized this situation and even in the face 
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of pressing needs for revenue has consistently reduced its taxes on land. In 
the year 1921 land tax levies for provincial purposes amounted to $2,494,644.43. 
By 1936 they had been reduced to $664,000.00, and it is now proposed to 
eliminate them altogether as sources of provincial revenue. 


C.—Tue Fainure or THE Dominion GOovERNMENT TO TAKE ADEQUATE Steps To MEET 
THE Drastic DecLINE InN AGRICULTURAL INCOME IN RECENT YEARS 


The prairie provinces, including Manitoba, were plunged into the severest 
crisis of their entire history following the collapse of 1929-1930. - 


In the six years from 1925 to 1930 the estimated total gross agricultural 
production of the prairie provinces was $4,326,610,000. In the six years from 
1931 to 1936 their estimated total gross agricultural income was $1,997,066,000, 
a decline of $2,329,555,000 as compared with the preceding six years, a decline 
of 53 per cent, an average decline of $388,000,000 per year. 


This six-year decline is more than two-thirds of Canada’s national 
debt. It is more than seven times the combined net debt of the three prairie 
provinces as of 1935. It is one hundred and twenty-five times as much as the 
combined taxes of the three prairie provinces for 1935. In other words, with 
an amount equal to this six-year loss of value we could pay off the combined 
net debt of the three prairie provinces as at 1935 and on the basis of the tax 
receipts of that year have enough left to pay the combined provincial taxes 
of the three prairie provinces for a hundred years. 


In Manitoba, alone, the total gross agricultural income declined from 
$790,375,000 in the earlier period to $364,484,000 in the later one, a decline 
of 53.9 per cent, an average decline of over $70,000,000 per year. Thus, in a - 
relatively short period of time, in which there was no opportunity for adjust- 
ment to new conditions, the gross farm income of the West and of Manitoba 
was more than cut in two. We need not remind the Commission of the serious 
consequences this development brought to western Canada and to the 
province of Manitoba. If anyone is seeking the immediate cause of the 
difficulties of the West, he does not have to look beyond these figures. 


Inadequate Consideration by the Dominion.—This crisis fell upon western 
Canada almost overnight from causes mainly outside of the control of our 
people and our governments. It had a disastrous effect upon the chief basic 
industry which largely determines the measure of our prosperity. It directly 
affected the well-being of one-quarter of Canada’s population; indirectly, of 
a much larger proportion. We are of the opinion that the situation was of 
such national importance that it deserved, and should have received, much 
more favorable consideration from the national government. It was our view 
at the time and it is still our view that when the precipitous decline in the price 
of western Canada’s chief product set in, the Dominion government should have 
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taken constructive measures to prevent the collapse going as far as it did, 
rather than to let the collapse take place to the extent it did and then attempt 
to offset its effects by the costly and ineffectual methods used. 


We hold this view for various reasons, chief among which is the fact that 
the necessary power and resources to meet a major economic crisis, such as 
we experienced in western Canada, lay not with the provincial governments, 
not with the people of Manitoba, but in part at least with the Dominion 
government. As citizens of Canada we had the right to expect, that insofar 
as the western crisis could have been ameliorated by the wise use of those 
powers which are definitely within the jurisdiction of the Federal government, 
a major effort would be made in the national interest as well as in our interest 
to meet it. 


Agricultural Assistance in Other Countries—We have already shown that 
both the tariff and monetary policies of the Dominion government adversely 
affected western Canada. We submit now that whatever measures the 
Dominion government took on behalf of agriculture they do not stand com- 
parison with the efforts other countries directed toward the restoration of 
their agriculture. 


United Kingdom.—In 1932 the United Kingdom passed the British Wheat 
Act which established a standard price for home-grown English wheat equiva- 
lent to 45/- per quarter of 504 pounds, or approximately $1.30 per bushel. 
Under this legislation, between 1932--33 and 1935-36 wheat producers in 
Great Britain were subsidized to the extent of over 125 million dollars, or 
over 30 million dollars per year. 


Australia.—In Australia, in addition to pursuing national policies which 
substantially improved the economic position of Australian farmers, the 
Commonwealth government also granted subsidies to wheat growers. From 
1931-32 to 1934-35 Australia thus distributed £12,548,000, or over 60 million 
dollars—an average of 15 million dollars per year to her producers. 


Incidentally, it may be pointed out that in their recovery plan they cut 
interest rates on the internal debts of their governments by 22% per cent, 
cut all adjustable government expenditures by 20 per cent, cut industrial 
wages by 20 per cent, reduced mortgage rates of interest and bank rates of 
interest and put on heavier taxes. 


Manitoba sought a similar approach to the Canadian problem but up to 
the present other counsels have prevailed. In the meantime, we did everything 
within our power that Australia did. We cut our government expenditures 
to the same degree as Australia. We cut all salaries over which we had 
control. We increased taxation. Mortgage rates of interest and bank interest 
were beyond our control. Interest adjustment on our governmental debt was 
not possible without default or repudiation. An interest adjustment on some 
reasonable basis is now long overdue and it is hoped this Commission will 
help find a way to its accomplishment. 
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Argentina.—In Argentina, the government pursued liberal monetary 
policies based upon maintaining the value of the peso at a point where Argen- 
tine farm products could flow freely into international markets, and the 
Argentine producer secure a substantial measure of compensation for low 
international price levels, in the price which he received for his grain in the 
Argentine. In addition, the Argentine government fixed minimum prices for 
wheat in 1933, 1934 and 1935. 


Subsidies to Producers in Europe.—During the six years from 1929-30 
to 1934-35 domestic price levels in France, Germany and Italy have been 
maintained at a substantially higher level than obtained in the international 
market as evidenced by quotations at Liverpool. Accepting the difference 
between domestic prices in these countries and the world prices of wheat 
during these years, statistics show that wheat producers in France, in the 
six years from 1929-30 to 1934-35 were subsidized by over a billion dollars, 
an average of 160 million dollars per year; wheat producers in Germany were 
subsidized by over 750 million dollars, an average of 125 million dollars per 
year; and wheat producers in Italy were subsidized by over a billion dollars, 
an average of some 160 million dollars per year. Scarcely a country in Europe 
has not taken action of some kind or other to relieve the burden of agricultural 
depression as it has arisen in the years following 1929-30. 


United States.—In the United States, under the Agricultural Adjustment 
Act, some 300 million dollars were paid to wheat producers over a three- 
year period. In addition, the objective of the Agricultural Adjustment Act 
was to restore the purchasing power of the farmer to the parity which 
existed in pre-war days, and the efforts of the government were directed 
toward that objective. In the United States, throughout the entire depres- 
sion, the farmers of that country have had the full powers of the Federal 
government mobilized for their assistance in one form or another. 


Agricultural assistance was forthcoming in almost every country in the 
world, the common objectives being, first, to recognize that depression weighed 
heavily on agriculture, and, secondly, to do something to alleviate the dis- 
tressed conditions in that industry which followed the collapse of 1929-1930. 


Canada’s Efforts —Let us consider for a moment what Canada did to 
assist the agricultural producers. One bonus was paid to wheat producers in 
western Canada; in 1931 a bonus of 5 cents per bushel was paid on that 
portion of the 1931 crop which was marketed. This subsidy totalled $12,734,- 
689.00. The bonus was discontinued thereafter. 


Canada also attempted to assist agriculture by the stabilizing operations 

conducted by the Dominion government through the agency’ of Canadian 
Co-operative Wheat Producers Limited. While the final result of these opera- 
tions has hot been made public, there is every indication that the actual cash 
contribution of the Federal government in connection with stabilization 


operations will be negligible. 
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Canada also undertook certain expenditures in connection with drought ~- 
relief matters. These expenditures, of course, were not associated with - 


those factors which caused the low prices experienced during the depression, 
but rather with climatic misfortunes which affected certain areas in western 
Canada. They were made to relieve distress rather than to put agriculture 
in the same relative position as other industries. 


Dominion moneys were also spent in western Canada as in other 
parts of Canada for unemployment relief moneys spent to offset the 
effects of unfavourable policies or the lack of favourable ones. These 
moneys to the extent given were fully appreciated but it is important to 
remember that they were not spent as part of a rational scheme to restore a 
balance in the national economy, but rather to buy food and groceries to 
keep from starvation those who were unemployed, many being so, solely 
because that balance had not been restored. 


When these measures for the relief of agriculture, as an industry, as ~ 


distinguished from those for human relief, are compared with the assistance 
which other countries have given to their wheat producers during the depres- 
sion, we can reach no other conclusion than that agriculture is Canada’s for- 
gotten industry. On balance we have suffered far more from the tariff and 
monetary policies pursued by the Dominion than we have benefited by all 
the financial contributions which were made to assist us. Moreover, when these 
contributions are compared with the disabilities which were created as a 
result of unfavourable Dominion policies, we can reach no other conclusion 
than that, aside from the relief and rehabilitation plans, the part so far played 
by the Dominion government, in respect to the agricultural depression in 
western Canada, has been a definitely negative one. 


4.—DISABILITIES ARISING FRoM CERTAIN INHERENT CONDITIONS 


We have discussed certain disabilities arising from the set-up of the 
federal system, certain others arising from unfavourable federal policies and 
still others arising from certain extraneous factors. We wish now to indicate 
to you certain disabilities arising from conditions that are inherent in this 
part of the Dominion. The disabilities we shall discuss under this heading are: 


A. Climatic limitations; ; 

B. Wide fluctuation in agricultural production; 
C. Dependence upon foreign markets; 

D. Wide variability of income. 


The first and second of these cannot be altered, either favourably or 
otherwise, by recommendations of this Commission. They are presented here 
not in ‘the hope that this Commission or the Dominion government can do 
anything to change them, but rather for the reason that their effect upon our 
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economy must be appreciated by Canadians if Canada is to be expected to 
adopt policies that will be in the interests both of Canada as a whole and at 
the same time in the interests of this portion of Canada. 


A.—Cxumatic Limitations 


2 It has already been pointed out that the annual wealth production of 
Manitoba and of the three prairie provinces is largely dependent upon the 
success of agriculture, all other primary industries producing a very small 
percentage of the total with secondary industries in an intermediate position. 


- In agriculture, as contrasted with the secondary industries, the value of 
the wealth produced is determined by yield and price. We wish here to discuss 
only the question of yield as it is affected by climate. 


Factors Affecting Yield.—The yield per acre or volume of production in 
agriculture depends upon the relationship of several factors, chief among which 
are the soil, the climate, the suitability of the crops grown and the efficiency 
of the farming practices followed. In most agricultural countries of the world 
the soil factor is the first and most important one in agricultural production. 
In western Canada, on the contrary, some climatic condition is often the first 
limiting factor in crop production. This fact has only recently come home to 
the people of Canada. It is not suggested that fertile soils are not desirable in 
a dry country, neither is it suggested that good crops can be obtained under 
favourable climatic conditions on inferior soils. The fact is that fertile soils are 

~the best soils both in humid and in semi-arid climates. But what we wish to 
make clear is that the first limiting factor in our wealth production in western 
Canadian agriculture is generally not our soil but our climate. While a fertile 
soil will produce more than an infertile one in dry years as well as in wet 
years, yet the most fertile soil in the world will not produce a crop without a 
large supply of water, neither will it produce paying returns if the crop it 
produces is destroyed or seriously damaged by low temperatures. 


A large proportion of the land between Winnipeg and the Rocky 
Mountains is rich in the essential elements of plant food, but even the best 
of this land will not produce paying crops when the rainfall is less than 10 or 
12 inches per year, or when killing frosts occur before the crops mature, The 
climatic limitations on the volume and quality of our production is but little 
understood and even less appreciated by the general public. It is nevertheless 
a major factor in our economy as is being driven home to us by the “drought” 
and “dust bowls’ of recent years. 


Precipitation a Limiting Factor.—It may be asked what are the factors 

of climate that so affect the production of wealth on western Canadian farms. 

. While a full answer to this question need not here be given, it should be more 

generally understood that precipitation, or to use the more popular term 

rainfall, is the chief limiting factor. In some years, particularly along the 
northern fringe of settlement, low temperature is the chief limiting factor. 
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To illustrate this point let me give three examples. In the year 1928 the 
three prairie provinces produced 545 million bushels of wheat; in the year 
1937 they produced approximately 164 million bushels. In the province of 
Saskatchewan the respective yields were 321 million bushels for 1928 and 
35 million bushels for 1937. In 1915 many farms produced more than 50 bushels 
per acre, which in 1937 produced nothing per acre. These results measure the 
difference between relatively favourable climatic conditions and extremely 
unfavourable climatic conditions. They illustrate what may from time to time 
be expected in the drier parts of any climatic zone where the average precipita- 
tion is not far above the minimum requirements of a good crop, and where 
wide extremes from the average frequently occur. 


Basic Facts.—A few brief statements of fact with respect to precipitation 
will help to make clear the bearing of this factor upon western Canadian 
agriculture. The basic biological facts are that plants cannot grow without 
water and that in their growth tremendous amounts of water are necessary. 
The amount required varies under different conditions, but ordinarily more 
than half a ton of water is necessary to produce a pound of wheat. Unfor- 
tunately, the amount that falls in western Canada is relatively small. It is 
smaller in some parts than in others. It is very small in some years and in 
some groups of years, and it falls at untimely seasons in occasional years, and 
what does fall is subject to uneven loss through evaporation, run-off, the 
growth of weeds and unsuitable tillage. 


The chief points to be noted are: 


(1) That while most successful agricultural regions of the world have a 
precipitation of from 20 to 50 inches per year, the whole of the 
prairie provinces have less than the smaller of these figures; 


(2) That the average precipitation is the highest in the eastern sections 
of the prairie and along the foothills of the Rocky Mountains and 
that it is lowest in the vicinity of the Saskatchewan-Alberta bound- 
ary line, ranging from 20 to 22 inches at Winnipeg to around 10 to 12 
inches in the driest portion of southwestern Saskatchewan and 
southeastern Aiberta, and up to 18 and 20 inches or more in the 
western sections of Alberta near the foothills; 


(3) That while the above figures give approximate averages there are 
wide departures from the average, and that while a section of south- 
eastern Alberta and southwestern Saskatchewan may have an aver- 
age rainfall of less than 12 inches, in some years there may be less 
than half that amount and in occasional years 50 per cent more. 
In the years of heavy prec‘pitation good crops. generally result; in 
years of less than average precipitation in these dry sections crop 
failure is almost inevitable; 
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(4) That not only do single years occur when the precipitation is below 
the average, but sometimes a series of years occurs in which each 
year is below the average. In the latter case results like those of the 
last half dozen “drought” years appear; 


(5) That not only are there single dry years and groups of dry years, 
but in some years the precipitation comes at a season of the year 
when it is least useful for purposes of crop production. Normally 
the heavy rainfall comes during the growing season of cereal crops. 
In fact, were it otherwise the total precipitation that falls in western 
Canada would not be sufficient to produce paying crops and there 
would be no agriculture as we know it on the western plains. But 
while a favourable distribution of rainfall within the growing season 
is the normal condition, yet occasionally there are departures from 
this normal, in which case lessened production occurs. 


- From these statements of fact as to the precipitation in the three prairie 
provinces, from the figures given showing the extremes in yield due to vari- 
ability in climatic conditions, and from the fact that man is practically helpless 
insofar as increasing the amount of precipitation is concerned, it will be 
realized how important a factor climate is and always will be in our western 
economy. 


- The point for this Commission and for the people of Canada to realize is 
that in the occasional years when these unfavourable conditions do come in 
areas of any considerable size for more than a short period, partial or complete 
crop failure may result, in which case not even a minimum of public service 

~ can be provided by the areas so affected. It is thus apparent that to the 
extent to which we place responsibilities upon small units of government in 
such areas, to that extent will public services fail in times of unfavourable 
extremes of climate; and to the extent that the stronger central government 
assumes responsibility for a minimum of public services to that extent only 
will public services be assured to all areas in times of drought or other 
misfortune. 


It is not our purpose in this presentation to burden the Commission with 
a detailed analysis of all the factors of climate as they affect agriculture. It 
is our purpose, rather, to make clear to the members that due to climatic 
limitations, western Canada has a disability of a character very different 
from other parts of Canada and one which is deserving of consideration by 
the Canadian people when they are determining the kind of set-up they will 
provide for the maintenance of public services throughout the nation. 


Temperature Factor.—Thus far in this section on climatic limitations we 

- have dealt only with the precipitation factor. Another limiting factor is low 

temperatures. The short period between the last destructive spring frosts and 

the first killing autumn frosts is another limiting factor, one which limits the 
choice of crops within relatively narrow confines. 
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In the year 1907 a large part of the Canadian wheat crop was frosted 
before maturity. There is no way of telling how much the yield was cut down. 
On thousands of acres the crop was never cut, and the statistics of the grades 
of wheat for that year show that it was of a very inferior quality. Except along 
the fringes of settlement in extreme northern parts and in the higher altitudes, 
this hazard has been greatly reduced—in many parts practically eliminated—in 
recent years by the production of early maturing crops and by more suitable 
cropping practices. It nevertheless remains in some degree a climatic hazard 
in some areas. 


A major temperature factor, however, is the long winter period, the chief 
effect of which, from the economic point of view, is to raise the cost of pro- 
duction in this area as compared with more southerly climates. Our long 
winter not only increases the cost of housing, the cost of clothing and the cost 
of buildings, but it increases the cost of livestock production beyond that of 
many more southern areas. These factors, all of which increase not only the 
cost of living but the cost of production, constitute a handicap on this part 
of Canada in its competition with producers in less rigorous climates. The 
net result is that we are handicapped in building up our livestock industry 
into one of major proportions since we find it difficult to compete successfully 
with New Zealand in the dairy industry, with Argentina in the cattle industry, 
or with Australia in the sheep industry. We must, therefore, in many parts 
develop these lines as subsidiaries to the thing we can do better. We are thus 
forced to place our chief reliance upon wheat production with its hazards 
and its high costs, some of which are placed upon it by national policies, and 
all of which tend to drive good land into marginal land and marginal land 
into the submarginal class. 


In case these comments on climate may leave an erroneous impression, 
let me say that they are presented not to give a complete picture of our climate 
but only as illustrative of the limitations it places upon agriculture, including 
the wide variability of returns in different years. It is not to be assumed 
that there are no advantages from our climate. Quite the opposite is true. It 
is the low precipitation in the harvest season and the relatively high tempera- 
ture at that time that make possible our high quality wheat. A climate with a 
heavier rainfall and a lower temperature at that period would give a lower 
quality wheat. The fact is the climate except in its departures from normal 
and its low precipitation in the drier parts of the country, is admirably adapted 
to the production of wheat of a high quality and to many other annual crops. 
The relatively dry seeding and harvesting periods, and the relatively heavy 
precipitation in the growing season between, provides a combination which 
is most desirable from the point of view of the successful production of high 
quality cereals. 


B.—W1bE FiuctTuaTions oF AGRICULTURAL PRODUCTION 


As an evidence of the wide variability of production in agriculture, we 
may recall to you that in 1928 the prairie provinces produced 545. million 
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bushels of wheat, whereas in the year now just past, 1937, they produced 
but 164 millions. Llustrating the same point, Manitoba in the year 1922 pro- 
duced 60 million bushels, but in 1935 produced only 221% millions. 


These total figures hide many greater extremes for local areas and the 
statistics for local areas hide even greater extremes for individual farms. It 
is estimated that the four crop districts in the drought area of Saskatchewan 
produced 644 million bushels of wheat in the five years prior to 1930, but in 
the following five years they produced only 308 million and in 1937 they 
produced practically nothing. As an example, within the areas just now 
referred to there are individual farms which have produced 50 bushels per 
acre In one season but which have not produced that much from the same 
unit of land in the total of the last seven years. 


o From these facts, illustrating the wide fluctuation of production in agri- 
culture, it will be at once apparent that our annual wealth production is 
subject to wide variations. 


- These and other statements are not presented to this Commission with 
any idea that it will recommend to the Dominion government that western 
agriculture can, or should be saved, by the national government underwriting 
an uneconomic industry. On the contrary, western agriculture seeks no hand- 
out from the nation. Bonusing agriculture in areas where it is uneconomic 
would be the most fatal mistake the nation could make. The sooner the 
boundaries of such areas are determined and the regions within these boundaries 
relegated to the purposes for which they are suitable, the better for all con- 

— cerned. All western Canada seeks is equitable treatment and some measure of 
assurance that if it continues production through periods of depression, to the 
great benefit of the nation as a whole, it may at least expect that a minimum 
standard of public services shall be provided at all times, but particularly in 
these periods of stress. 


C.—DEPENDENCE Upon Foreign Markets 


- For the purpose of the present discussion the term “foreign markets” 
includes all markets outside of Canada. 


Since Confederation, western Canada has increased its production of 
wheat from practically nothing to 545 million bushels in the best year (1928), 
and to an average for the ten-year period prior to 1930 of approximately 360 
million bushels. 


Since Confederation, western Canada has increased its exports of wheat 
from nothing to 408 million bushels in its biggest year, 1928-29, and to an 
average of 270 million bushels in the ten years prior to 1930. 


Out! of a normal production of 360 million bushels in western Canada 
only 90 million bushels are required to fill the needs of all of Canada. 
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From these figures it will be seen that since Manitoba entered Confedera- 
tion, western Canada has developed as a wheat-growing area to the position 
where, for three-quarters of its production, it is entirely dependent upon outside 
nations for a market. In the light of a position as vulnerable as this, the 
Canadian nation has a heavy responsibility resting on its shoulders to see 
that foreign nations have no just cause for refusing to take Canadian wheat. 
Let us note for a moment how great that responsibility is. 


A Great Natural Industry.—In exports of grain and grain products alone 
in the past 20 years western Canada has brought nearly seven billion dollars 
in new wealth to Canada, an amount equal to more than twice the national 
debt of this country. In spite of the climatic reverses of recent years a similar 
contribution to Canadian prosperity during the future is more than probable 
if unfavourable national policies do not intervene. No other industry in 
Canada can approach the wheat industry of the prairie provinces as a national 
asset if it is not hampered by the state itself. 


The simple fact is that the wheat industry has played a major part in 
Canadian development and is still one of paramount national importance to 
Canada. 


Western Canada is a great wheat producing area because its land is 
suitable to extensive farming; because its land, in conjunction with its climate, 
produces the highest quality of wheat in the world, and because it has devel- 
oped the world’s most efficient grain-handling system. Wheat production is 
for us a natural industry, the thing which we are best equipped to do. 


Our welfare is directly related to our ability to sell wheat abroad and 


4 


to meet all competition in the world’s markets. Since Canada, as has been .- 


pointed out, requires but one-quarter of its average annual production for 
home use, three-quarters of its normal wheat production must find a market 
abroad. We are thus in a most exposed and vulnerable position. If the Canadian 
nation should, for any reason, fail to secure and maintain adequate markets 
overseas a price collapse must be the inevitable consequence. 


One of our main difficulties in the past has arisen for the reason that 
federal fiscal and monetary policies have stood between us and our ultimate 
markets abroad. In connection with the question of markets we put this 
question to the Commission and to the Canadian people, ““How can our great 
cereal industry, and other primary industries of Canada, be expected to 
maintain and increase their sales in foreign markets under a tariff policy 
designed, not for a great primary producing country with large surpluses of 
wheat, forest products, cattle, fish, minerals and furs, to sell abroad, but 
designed primarily to promote industrial production within the Dominion?” 


A cardinal principle in our search for markets is that we must buy from - 


others if we are to expect them to buy from us. Insofar as the fiscal policies 
of this country lessen the flow of goods from those countries which, year 
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after year, buy the surplus products of our western farms, to that extent is 
the position of western Canada prejudiced and made more vulnerable. The 
essential fact that, in our judgment, must be kept in mind in determining 
Canadian trade policies is the dependence not ouly of western Canada, but 
the whole of Canada, excepting only the southern part of Ontario and Quebec, 
upon foreign markets. 


Must Buy if We Hope io Sell.—The major primary industries of Canada 
can never be in any position except that of dependence upon foreign markets. 
If importing nations decide to buy less wheat, grain-exporting nations have no 
choice but to lose such markets with all that such a loss means in demoraliza- 
tion of prices. By way of illustration: in the five-year period following 1930, the 
wheat-importing countries of France, Germany and Italy increased their 
average annual production by 118.9 million bushels above their average 
annual production of the preceding five years. As a result of this increase in 
home production, these countries actually bought from exporting countries 
in the five years following 1930 only 46 million bushels per year as compared 
with 191 millions per year in the five years preceding 1930. In consequence 
of this and other causes the four chief exporting nations, including Canada, 
in the latter five-year period found a market for their total export demand 
reduced by 199 million bushels per year. 


How great a price we may eventually have to pay, if the nation does not 
sufficiently bestir itself to secure and maintain export markets, only time will 
tell. In this connection another question full of potentialities for good or ill 

-~remains to be answered. We put it quite frankly, and quite honestly, to the 
Commission, and to the Canadian people, “Must the whole of Canada, except 
southern Ontario and Quebec, forever continue to bear the major shock of 
extreme declines in income resulting from the loss of world markets when the 
interests of a small portion of the nation dominate the trade and fiscal policies 
which are the only means we have of favourably affecting export markets?” 


D.—WIDE VARIABILITY OF INCOME AND Its EFFECTS 


Canadian Prosperity Dependent Upon Export Markets.—One of the 
outstanding characteristics of the Canadian economy is its dependence upon 
the prosperity of the primary industries of agriculture, forestry, mining, 
fishing and furs. The prosperity of these industries in turn is dependent upon 
the price levels in the export markets of the world. 


- The state in Canada cannot, of course, control the fluctuations of the 
~export price level. It should, however, be emphasized in passing that the state 
ean and should translate that export price level into as high a level as possible 
in terms of Canadian currency, and that it should also take all possible steps 
to keep production costs down to a point which will permit Canadian 
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activities to function upon existing export price levels whatever they may be. 
Export markets cannot be secured or maintained except by appropriate trade 
policies of the nation. 


It would seem perfectly clear that the great natural resources of Canada 
are of service in increasing our national wealth and standards of living only 
to the extent that they can be cheaply transformed into goods which can 
be competitively sold in the world markets. The large exportable surpluses- 
of grain, cattle, timber products, metals, fish and furs which we in Canada 
produce over and above what we need ourselves, are of no value whatever 
to us unless they can be sold competitively in the world markets at a profit 
to the primary producer in terms of Canadian currency. 


Thus it is in the interests of the nation to face the inherent difficulties 
and the other more or less uncontrollable factors which induce variability of 
income in the primary producing areas. It is in the interests of the nation to 
face these inherent difficulties because it will pay the nation to do so. As an 
example, we need merely to mention that industry with which we are here 
chiefly concerned, western Canadian agriculture. In the period from 1908 
to 1936, inclusive, it produced eight billion bushels of wheat, valued at slightly 
over seven billion dollars at the farm. An industry and an economic area which 
can produce wealth in this quantity for the nation would seem to be well worth 
the cost of saving during a period of adversity. 


Export Markets Subject to Wide Fluctuation in Price Levels.—As a measure 
of the variability of income in agriculture in western Canada, we may cite 
the wide divergence in price for No. 1 Northern wheat at Fort William during 
the period since the war. The average yearly price range in this period was 
from $1.68 per bushel in 1924-25 to 54 cents per bushel in 1932-33. Not only 
do average yearly prices vary widely, but the prices within even one year often 
fluctuate widely. In the calendar year 1936 the average monthly price varied 
from a low of 77 cents in May to a high of $1.20 in December. 


These variations in price, coupled with the variation in yields resulting - 
from climatic and other causes, have produced wide variations in income, 
illustrated, for example, by the fact that the gross value of agricultural pro- 
duction in the prairie provinces in 1927 was $859,724,000, while in 1931 it 
was but $291,666,000. In Manitoba the gross value of agricultural production 
in 1919 was $214,248,000, while in 1931 it was but $49,695,000. 


The Decline in Income in Manitoba and the West.—While in Manitoba 
the fluctuations in income in the agricultural industry are much more pro- 
nounced than in any other industry, it is nevertheless noteworthy that the 
net value of all production, including of course agricultural, also fluctuates 
widely. It was, for example, $235,182,168 in 1928, while in the year 1933 it 
was but $98,801,770. Complete figures as to the variability in Manitoba’s 
income for the whole period relevant to this enquiry are to be found 1 in be 
appendices of Part V of. this brief. 
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_ Some of the significant facts there shown are: 


(1) 


(2) 


(3) 


(4) 


(5) 


Since 1926 the national income of Canada declined from 5,800 
millions to 3,800 millions, or by 34 per cent; 


During the same period the total income from primary and secondary 
sources In Manitoba declined much faster or from 348 millions in 
1926 to 172 millions in 1935, a decline of 50 per cent; 


During this period the total value of agricultural production in 
Canada fell much more rapidly than did that of any other primary 
or secondary industry. For example, it fell from 1,400 millions in 
1926 to 623 millions in 1935, or by 56 per cent. On the other hand, 
the total value of production from manufacturing decreased from 
1,200 millions in 1926 to only 950 millions in 1935, or by only 21 
per cent; 


During the period in which the total value of Canadian agricultural 
production declined so much faster than that of other industries, 
the net value of agricultural production in Manitoba declined to a 
much lower point than the average for Canada. For example, during 
the period when the total value of Canadian agricultural production 
dropped from 1,400 millions to 623 millions, or by 56 per cent, the 
net value of Manitoba’s agricultural production dropped from 120 
millions to 35 millions, or by 71 per cent; 


A very significant result of the low incomes in Manitoba (and 
Saskatchewan) is that while the per capita taxation (in 1933) was 
but $1.00 per year more than the average for Canada, it required 
14 per cent of our smaller income to raise the tax revenue necessary 
to provide for the public services that were provided throughout the 
rest of Canada by taxation that required only 10 per cent of their 
incomes. To put it another way, the burden of taxation necessary 
to provide public services here was, when measured in the terms of 
our lower income, 40 per cent heavier than the average for the rest 
of Canada. Similarly, the burden of fixed interest charges on debt 
becomes increasingly heavier as incomes decline—a decline of one- 
third in income increases the burden of such fixed charges by 50 
per cent. 


Thus the decline in income, together with the wide variability of the 


income of citizens of Manitoba, has had effects, the ramifications of which 
extend throughout the whole economic and financial sphere, both public and 
~ private. 
iovides his livelihood. If, as his income declines, his debt charges either 
remain constant or increase, then he will have that much less money with 
which to pay taxes and provide his livelihood. Taxes and debt service are 
the two most important fixed charges upon the income of the citizen. The 


It is out of income that the citizen pays taxes, debt charges and 
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extent of the amount required for debt service, therefore, is a matter of vital 
concern not only to the individual citizen, but by its effects upon taxable 
capacity, to the state as well. In the province of Manitoba the problem of 
private debt, therefore, has a direct bearing upon the matters under con- 
sideration before this Commission and warrant our examining it at this point. 


Effect of Declining Income on the Burden of Private Debt.—In Manitoba 
the problem of private debt, like that of public debt, has been greatly intensi- 
fied by the decline in the provincial income resulting from six successive 
years of relative crop failures at a time of low world prices for agricultural 
products. The cumulative effect of these disasters has left Manitoba and its 
citizens in a position which makes basic adjustments of both public and 
private debt essential if financial stability is to be maintained either for the 
province or for the individual. 


By compiling statistics furnished by the Dominion Bureau of Statistics, 
the Mortgage Loans Association, the Canadian Farm Loan Board and the 
Manitoba Farm Loans Association, we are able to present a summary of the 
private debt situation in Manitoba. 


Totat Farm INDEBTEDNESS 


MeCUTEM ON Farland Move one an cicon haus eee aes $69,553,158. 00 
Secured on chattel or unsecured................... 23,184,386. 00 


$ 92,737,544.00 
Totrat Ursan INDEBTEDNESS 


SECUTE COs AT Ce Sy Mee ep esearch cape oie Re ACP noe ee ee $ 67,849,575.00 
Tax Arruars, UrBAN AND RURAL 
As of municipal yéar end Gleses fod. oes gies oo Lee A SS 14,696,278. 00 
Tax Sates Crertiricates, UrBan aNd Rurab 
AS Of duly 1987 C2 eee Eee Oa Ee eee eae -,.$ 18,961,375.00 
Gk 2 a ee oye Pete ea eel A LY Tae EPR PR PN A 0 ate $194, 244,772.00 


The method of computation of the above table is indicated in footnote 
below.! It has been found impossible to estimate satisfactorily the amount 
of urban private debt secured upon chattels, or unsecured, hence this item is 
not shown in the table. In addition to the foregoing, municipal corporations 


(1) The compilation of the Manitoba Economic Survey Board of the 1936 census returns, kindly made avail- 
able through the courtesy of the Dominion Bureau of Statistics, indicates that in 1936 the total mortgage in- 
debtedness of Manitoba was $51,322,800.00. Mortgage Loans Association on November 2, 1937, inform us that 
the mortgages and agreements for sale held by the members thereof upon rural lands total $33,149,304.25, to 
which should be added the amount owing to the Manitoba Farm Loans Association, $4,832,590.85, and to the 
Canadian Farm Loans Board approximately $3,750,000.00, making a total of $41,731,895.10. The Mortgage 
Loans Association of Manitoba comprises thirty-one companies doing, it is thought, along with the Manitoba 
Farm Loans Association and the Canadian Farm Loan Board, approximately 90 per cent of the farm loan 
business. Therefore, by multiplying the above total by 10/9 we get $46,368,772.00 as the amount of farm 
indebtedness secured upon land owing to corporation. According to the tabulations based upon the 1936 
census returns, of the 19,510 farmers reporting indebtedness upon land totalling $51,322,800.00 in 1936 about 
one-third reported that their debt was held by private individuals. This would mean that in order to arrive 
t (Footnote continued on Page 41): 
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hold tax titles, representing tax arrears to the amount of $16,359,757.92, of 
which amount rural municipalities hold $2,491,184.65. The arrears represented 
by these tax titles do not indicate present debt but rather past debt which 
was so incapable of payment that the municipalities were forced to take over 
the land against which it was charged. 


Most farm debt, other than that secured upon land, is of a floating or 
revolving character which, under normal conditions, is liquidated periodically 
and without difficulty. This type of debt, if anything, will tend to be larger 
but nevertheless more easily borne during good times than during bad times. 
It does not so greatly concern the question of taxable capacity as capital debt 
which is payable in instalments under contract over a period of years. 


‘a When a farmer borrows under a long term mortgage, or buys under a 
long term agreement for sale, the only basis upon which the fixed charges 
thus created upon his future income can be paid is that his future income 
shall remain within a reasonable margin of variation from the amount at 
which it stood when the mortgage or agreement for sale was made by him. 

~When the debtor’s income falls below that reasonable margin, then the 
mortgage or agreement becomes incapable of performance either partially or 

- wholly, quite irrespective of the honest intentions of the debtor. The secured 
debt then becomes a depressive debt and hampers the debtor in all of his 
business dealings and thereby limits seriously not only his own taxable capacity 

~but that of all with whom he deals. Moreover, if the income remains greatly 
inadequate for a long period of time, the deferred debt becomes so depressive 
that the debtor’s financial position is seriously, and in some cases permanently, 
impaired and his morale as a producer and a citizen shattered. 


Thus the vital factor affecting debt of any type, public or private, is 
ability to pay. This ability on the part of the residents of this, or any other, 
province can only be measured in terms of provincial income. The situation 
in Manitoba in this regard is best indicated by reference to the following table: 


at the total mortgage indebtedness upon the basis of the total above mentioned of $46,368,773.00 should be 
multiplied by the fraction 3/2. This would give a total indebtedness secured upon farm land in Manitoba of 
$69,553,158.00 as of November 2, 1937, as compared with $51,322,800.00 shown by the census returns. 


The difference between these two figures reflects this major circumstance: We are informed by the officials 
of the Manitoba Debt Adjustment Board and by members of the staff administering the Farmers’ Creditors’ 
Arrangement Act in Manitoba that in their experience the census figures incline to be rather conservative 
owing to the failure of the persons reporting their indebtedness orally to make proper allowance for the accrual 
of interest, insurance and other charges as of the date of their report. We think that this will indicate that our 
figure of $69,553,159.66 is approximately correct. It has been found from studies, viz.:— 


Surveys of the Canadian Pioneer Problems Committee in 1930 and 1931, volumes 5, 6 and 7. 
Studies of farm indebtedness and financial progress of Saskatchewan farmers, Report No. 4, of the 
Humboldt District, 1934, page 43, 


that approximately 75 per cent of the total farm debt was secured upon, land and the remainder secured upon 
chattels, or unsecured. We have, therefore, multiplied the figure of $69,553,158.00 by the fraction 1/3 in order 
to arrive at the total farm indebtedness of Manitoba secured upon chattels or unsecured. 
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MANITOBA 
Year Income Index Number 
PO SG ee ok Wicd cache ae teak Aes Butea.) bas Weo ms ier ete te $347,800,000 100 
ORAL VAs. Set a tek ch eo eR itigs ote MET ae eile Mae 335,960,000 96 
LO SBET FEC ek Pe Ae eh Rae ee ed oe nba. Eee 394,960,000 110 
DOS Oe a: Serco dR eon Bhet wale. Cee 311,080,000 89 
OS Ores ch uahc ky co srcet en de ROME TE aves m he en TOTS eee 235,350,000 68 
1 E75 A Be We are ae oI EOI, Sm aa Nl Ci RR RC da 203,910,000 59 
O30 we het ite tes. Morbi Obs Bona So eel tee cae 168,700,000 48 
OSS ere Aas or ckeae ee OTERO ee oan te Ged a eres 165,930,000 48 
OSAY aor Pee aa ceva che adedee binwd s Mo. AE Bee 178,560,000 51 
LOSS (ee. eee roe ce ees his ek a? Sheek eee 172,040,000 49 


Proportion of Income Less than Proportion of Population.—It has been 
pointed out in Part V that the citizens of Manitoba have never secured a 
share of the national income proportionate to their share of the national 
population. From 1926 to 1935 Manitoba is shown as having 6.75 per cent of 
the population of Canada. At no time during this period did Manitoba secure 
6.75 per cent of the total national income. This percentage had declined to 
4.44 per cent in 1935. In that year Manitoba, along with New Brunswick, 
Nova Scotia and Saskatchewan each had a share in the national income that 
was only about two-thirds as large as its share in the total national population. 
In the industrial province of Ontario, however, the relationship was the other 
way about. Ontario’s share of the income in 1935 was about one-third larger 
than its share of the population. It has been our purpose to show in other 
parts of this brief that this existing relationship between population and 
income, both in the primary producing area on the one hand and in the 
industrial areas on the other, is not entirely the result of natural advantages 
or accident, but that to a material extent it is the result of Dominion govern- 
ment policy. 


Decline in Manitoba Income Greater Than in Most Provinces.—The effects of 
declining income upon the people in certain provinces of Canada may be shown 
by comparing the average of the index figures representing the total net pro- 
duction of the people in each province for the years from 1929 to 1935, both 
inclusive: 


InpEx or Income, AVERAGE FOR 1929 To 1935, INCLUSIVE 


(1926= 100) 
OC)ntanvignen.. Saas tee ae IE SATE ee eee Lae 82.5 
Qilebeo). Lear he eee Ta est ed ee eee See wat 80.2 
IN overScotiaiin, 14th ee os Aett.-2 0b. Bea bel heen 13.5 
British*Columibia' 4s; tee So See ee ee ee ee 71.8 
Alberta's i nvins 2.55 ue eld eta Sis: phn 59.1 
Manitoba: scent . peeise ae t ahraninen a Aion eer Geren! 58.8 
Saskatchewanthied. falas Wa ee 5e Re ee a i eee 37.0 
Canada)». AR 0s ae MR te ES ee ee a eee 72.5 


This means that for every $100 of income which they had in 1926 the 
people of Saskatchewan on the average for the years 1929 to 1935 had only 
$37.80; in Manitoba only $58.80; in Ontario $82.50; while the people of Canada 
as a whole had $72.50 of income. It will be observed that during this seven-year 
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period each of the two provinces of Nova Scotia and British Columbia had an 
average income index which was approximately equal to that of Canada as a 
whole; that each of the two provinces of Ontario and Quebec had an average 
income index of about 10 above that for Canada as a whole, and that each 
of the two provinces of Alberta and Manitoba had an average index income 
of about 13 below that of Canada as a whole. Special adverse circumstances 
account for Saskatchewan’s low average index during this period. 


Decline in Income Greater in Agriculture than in Other Industries.—While 
the decline in total net production might be considered the most accurate 
criterion by which the financial difficulties of Manitoba may be judged in com- 
parison with those of other provinces, there are reasons, we think, why it is not. 
If the decline in Manitoba’s net total production had been distributed evenly 
throughout all occupational groups the measure of that decline alone might 
suffice as an accurate criterion. But the decline in Manitoba was not distri- 
buted evenly between all occupational groups. The mining industry, on the 
basis of 100 for 1926, never went below 100 and rose as high as 324 and the 
average was over 200. The manufacturing index never went below 77, and rose 
as high as 130, and the average was not much under 100. Agriculture in Mani- 
toba has suffered a much greater decline than any other industry in the province 
and a much greater decline than agriculture in any other province except 
Saskatchewan and a much greater decline than agriculture in the industrial 
provinces. 


The following are the index numbers of total net production in agriculture 
in Manitoba for the years from 1930 to 1935, inclusive, on the basis of 100 
for 1926. It should be emphasized that total net production figures here used 
represent gross income from the standpoint of the farmer, out of which he 
has to pay, among other things, operating costs. 


Year Index Number 
NOSGC es. 2h, Ae SOR ee CUNS cok Coe See 100.00 
19SO24W ES 2 AR, 25. RGSS RR TA 38.84 
TOSD Ach. AL ere Ra ties Lee See Pe 23.47 
OBB vecsucies i Ait are eee eee ret reer Fe 30.22 
1983565 Sec. OR OE Ee oo ee Ee 33.83 
TOS 4S ow 8 eo ee A See SS Eo) ee 37.86 
LOSS 8. Bt al OA hs ots de peck Fe EE, cs 29.17 
1930 to 1985 six-year average. 22.0.6... ou on ein oh0 o 32.23 


It cannot be too strongly emphasized that every farmer has a certain 
operating cost which he must pay regardless of the amount of his income. 
It could not be said that the total net production in agriculture in 1926 gave 
the farmers in that year an operating profit of 6624 per cent. If the farmer 
did not have an operating profit of 6624 per cent, then, since his average gross 
income for all of the six-year period from 1930 to 1935, inclusive, was less 
than one-third of what it was in 1926, agriculture in Manitoba during the 
whole of this period must have shown a heavy operating loss even if debt 
charges, taxes and all other fixed charges were left unpaid and wholly out of 
account.. | : ie 
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It is clear, therefore, that what is involved in a decline of agricultural 
income of these proportions is not merely a question of the burden of taxes 
and debt charges. It is not a matter of the taxes and debt charges being three 
or four times as heavy in relation to income as they were in 1926. It does mean 
that many Manitoba farmers, during the whole of this six-year period, had 
not anything like enough gross income to pay for all their operating costs, 
debts and taxes, and would have to look to the state for a great part of their 
livelihood unless they had been fortunate enough to have accumulated some 
savings. It means that the state, in turn, whether federal, provincial or 
municipal, could look for nothing from the farmer in the form of taxes, but, 
on the contrary, would have to tax the reduced income of the remainder of 
the population in order to pay interest charges on moneys borrowed for relief 
to farmers without such savings. It has meant large scale default in municipal 
tax payments, drastic reductions in school district income, and harsh cuts in 
school teachers’ salaries to approximately 50 per cent of what they were at 
their peak. It has meant widespread destitution and distress which has greatly 
increased the expenditures of municipalities, of provincial governments, and 
of the Federal government, for relief. This relief has had to be advanced not 
only to destitute farmers, but to all those workers in cities whose livelihood 
is directly or indirectly drawn from goods sold and. services rendered to farmers. 


Greater Winnipeg has about one-third of the population of Manitoba. 
It is a distributing, manufacturing, banking, grain and cattle trade centre. 
As such, Greater Winnipeg is as much interested in agricultural production 
in Saskatchewan, and to a lesser extent in Alberta, as in Manitoba. Bearing 
this in mind, let us look at the declines in value by years as shown in the 
following table of net value of agricultural production: 


MANITOBA SASKATCHEWAN ALBERTA 
Net Net Net 

Agricultural Index Agricultural Index Agricultural Index 

Production No. Production No. Production No. 
ORG ark vad bec cess ee eee $120,166,000 100.00 $316,886,000 100.00 $219,887,000 100.00 
TOD eel erecta aie 5). ee onde 98,332,000 81.83 364,722,000 115.10 298,152,000 135.60 
ODS ea cee alos 5.6 OES eke 135,435,000 112.71 364,992,000 115.18 248,289,000 112.92 
TO SO pie Die ye cree ote dag at ae 68,275,000 56.82 173,110,000 54.63 128,327,000 58.36 
TOSO Maer eet te oe ihe tert ae eR ae 46,677,000 38.84 77,595,000 24.49 86,510,000 39.34 
be epee me ne RIE ey Ot ae 28,210,000 23.47 44,267,000 LO 91,778,000 41.74 
4988 Seis oe, Ree eee 36,315,000 30.22 91,668,000 28.93 99,530,000 45.27 
OD its i eR on, Pees Abs iehs Ste See 40,649,000 33.83 77,840,000 24.56 93,991,000 42.75 
De FEN a IR a MEM: ate 5 Nt cae 45,491,000 37.86 78,547,000 24.79 109,009,000 49.58 
kOSGSs . eREL, 4. PSE. Aaah eee eee 35,047,000 29.17 107,844,000 34.03 97,490,000 44.34 


AVERAGE INDEX FOR YEARS 1929 TO 1935, BOTH INCLUSIVE 


Manitoba Saskatchewan Alberta 
34.88 29.34 45.91 


These figures reflect conclusively the ordeal through which western 
Canadian agriculture has been passing during the seven years ending 1935; the 
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year 1936 is but little better — 1937, although much better in Manitoba, is 
much worse in western Canada as a whole. 


It is obvious from these figures that unless relief and adjustments on a 
large scale of both public and private debt are arranged, and unless western 
provincial treasuries are relieved of the burden of providing social services to 
meet a seven-year emergency of this magnitude, that wholesale bankruptcy 
of individuals, corporations and municipalities will be the inevitable result, 
and the provincial governments will not be exceptions. In the light of these 
figures the decision which faces the nation is whether at a moderate cost 
western Canada will be retained as a region which will contribute in the 
future, as it has in the past, large amounts of wealth to the nation—for example, 
wheat to the value of seven billion dollars in the last 28 years—or whether 
credit will collapse, sound government disintegrate, and the control of its 
public affairs be given over to extremists and dominated by the economics 
of protest. It may be observed that if the latter is the course taken there is 
no way of supposing that the remainder of Canada can remain immune, 
socially, economically or politically, from the inevitable effects of such a choice. 


Debt Adjustment in Manitoba.—Under the circumstances set out above 
it is not surprising that creditors, voluntarily in many cases and under com- 
pulsion in others, have given a measure of assistance to debtors. Debt 
adjustment has been invoked in an attempt to bridge the gap between the 
farmer’s contractual fixed charges and his hopelessly inadequate income. We 
shall briefly summarize the adjustments made, recognizing that there are a 
very large number of cases of private voluntary adjustment of which there is 
no public record. 


SumMaRy oF Dest ADJUSTMENTS IN MANITOBA OF WHICH THERE 18 Pusiic Recorp 


Voluntary cancellation of debt by the Manitoba Farm Loans Association since 


1931, including $123,000.00 written off in drought areas................ $ 530,704.31 
Voluntary cancellation of debt by Manitoba Rural Credit Society 
PUIOL LO LOSD sate ge we wis ake sha) star a Wa cerayers\ aaah orale lane raglan Re $1,100,902.30 
SINCe RIED SO era leeerd seers) eterohoy ete: tonsratssomebattolehe opohu sieht etiauatehs 318,187.40 
———————____ 1, 419,089.70 
Seed grain and relief indebtedness written off by province in drought area 
municipalities: 
Seed, grain thingy di nilt~ fe) ee we hoes Pe Tee e's $340,867. 87 
ARPA DY e138 Cole Ol ay OePOAD OED ICS DiennnclS ChN Ma Ol) och Mumyncre cLeverenG 0. ME 917,470. 42 
: —————__ 1, 258,338.29 
Voluntary reduction or cancellation allowed by loan companies (of which 
$996,116.72 applies to mortage agreements in drought areas)........... 2,649, 268.85 
Reduction in farm debts under Farmers’ Creditors’ Arrangement Act in 
2,687 cases disposed of by Board of Review.........----+++seerreeeeees 8,233,000.00 
Totalgunskearesss $14,090,401 .15 


In addition to the above reduction, the Debt Adjustment Board of the 
province was able to arrange substantial reductions in debt, although no 
information as to total amount is available. In addition, the operations of the 
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Canadian Farm Loan Board has had the effect of scaling down debt since the 
prospect of being paid in cash from a loan has induced many creditors to give 
a substantial discount. 


The Legislature of Manitoba in its attempt to pass legislation to meet the 


debt situation early found itself faced with an insuperable barrier. Under the - 


British North America Act the jurisdiction over bankruptcy and interest was 


vested in the Dominion Parliament. Hence, while the provincial Legislature - 


of Manitoba might pass laws suspending the creditor’s rights to proceed 
against debtors, it had no constitutional authority to empower the provincial 
Debt Adjustment Board actually to reduce or cut the amount of the creditor’s 


claim. No such compulsory reductions were possible until the Dominion - 


Parliament, in the exercise of its jurisdiction over bankruptcy, passed the 
Farmer’s Creditor’s Arrangement Act. 


Debt Adjustment Legislation.—In its efforts, within the limits of its con- 
stitutional jurisdiction to meet the need for debt adjustment laws, the 
Manitoba Legislature passed the following statutes, viz.: 


In 1931 the legislature passed the first Debt Adjustment Act, superseding 
it a year later by the Debt Adjustment Act, 1932, now in force. Under this 
statute sale proceedings and foreclosures under mortgages, agreements for 
sale of land, judgments, merchants’ liens, etc., as well as seizure of farmers’ 
chattels under lien notes, chattel mortgages and judgments, and also various 
other types of legal action, were forbidden, unless permission was obtained 
from the Debt Adjustment Commissioner, in any case where such action 
related to or affected the farm land or farm chattels of a farmer, or the actual 
home of a non-farmer. Similar protection was given to the owner of any real 
estate where there was less than a year’s default in the interest on the first 
mortgage and in taxes and fire insurance premiums. It was, however, provided 
that these restrictive provisions did not affect new contracts (not being mere 
renewals of older ones) entered into after April 1, 1931. 


Tax consolidation statutes were passed in 1932, 1933, 1934 and 1935, 
which, although not reducing the amount of municipal taxes, empowered the 
municipal councils to “‘consolidate’’ them and make them payable in instal- 
ments over a period of years. In the session of 1937 the power was given to 
municipalities to enter into special agreements with individual debtors, pro- 
viding for the redemption from tax sales and payments of tax arrears by 
instalments over a period of years. In 1933 the Debt Adjustment Commissioner 
was given power to provide for redemption of land from tax sale by instalments. 


At the session of 1934, with a view to encouraging voluntary adjustments 
and co-operation between loan companies and farmers, the legislature amended 
the Debt Adjustment Act by providing that if the new agreements setting 
forth the voluntary adjustments and compositions were submitted to and 
approved by the Debt Adjustment Commissioner, they would not thereafter 
be subject to the restrictive provisions of the Debt Adjustment Act. 
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Since the passing of the 1932 statute, the Debt Adjustment Board set 
up under the Act has disposed of approximately 14,000 cases, of which about 
9,000 were rural. Only a portion of these (about 11,000), of course, related 
to debts secured upon land. For some time after its inception the Debt Adjust- 
ment Board was unable to make substantial progress in securing reductions 
of debt, but during the past few years it has arranged by negotiation for the 
cancellation of a very considerable amount of debt, although information as 
to the total sum is not available. 


That these measures have had some good effect is indicated by the 
figures contained in the following tabulation: 


Total Number Average Amount of 
of Farms Total Value Mortgage Debt Upon 
Mortgaged of Mortgages Each Mortgaged Farm 
Manitoba: 
OS erase te orate mretes eeuedec ane Gisele sea sne 18,710 $ 59,223,400. 00 $3,165. 00 
MOSO 7. seers ete ciate ee ace ee enetners 19,510 51,322,400. 00 2,630.00 
Saskatchewan: 
VOSUE SPteas Resolus ce tarncsteha «poi Gane cow 55,955 175,770,300. 00 3,141.00 
OSG eer we A. housek aieiewbne aise ae 62,224 188,118,300. 00 3,023.00 


Obviously the decrease in value of farm mortgages in Manitoba has to 
a considerable extent been influenced by reductions, voluntary and otherwise, 
to which reference has been previously made. Taking these into consideration, 
the table indicates that as a result there has been a contraction in the value 
of mortgages, whereas during the same period in Saskatchewan the number 
of farms mortgaged and the total value of the mortgages had increased sub- 
stantially. That the decline in the average amount of mortgage debt upon 
each mortgaged farm is the result of adjustment rather than repayment 
seems abundantly clear. 


It is recognized that the limits of provincial jurisdiction regarding debt 
are such as to make any legislative action by the government palliative rather 
_than remedial. Subject to this constitutional restraint the legislature and 
government of Manitoba have done everything legally possible to alleviate 
the burden of private debt. 


CONCLUSIONS 


Following a long period of declining income the question of private debt 
may be regarded in either of two ways: 


First, it may be regarded as a matter for adjustment between debtor 
and creditor. So regarded, it is a matter for the Dominion Parliament to deal 
with because the Dominion Parliament alone has exclusive jurisdiction over 
the subject matters of bankruptcy and interest, which are involved in debt 
adjustment. The reduction of the indebtedness incurred before the depression 
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to a reasonable relation to the debtor’s present ability to pay, in view 
of the reduced income which the debtor has received for several years con- 
secutively, is a matter with respect to which only the Dominion Parliament 
can legislate. We urge, therefore, that until a position of greater balance has 
been restored to all Manitoba farmers, that the Farmers’ Creditors’ Arrange- 
ment Act should be continued with such amendments as from time to time 


may be necessary. 


Continuance of Provincial Debt Adjustment Acts.—Since the Farmers’ 
Creditors’ Arrangement Act does not cover all cases, it will be necessary, at 
least until the last mentioned or a similar Act is made to cover all cases of 
farmers and urban home owners, that the Manitoba Debt Adjustment Act 


be continued as well. 


Co-ordination of Provincial and Federal Acts.—It would seem that by 
joint federal and provincial action a better co-ordination of these two Acts 
might be reached in order to minimize overlapping. 


Operation of the Canadian Farm Loans Board.—As a means for the refund- 
ing of private farm debt at a lower interest rate, the activities of the Canadian 
Farm Loans Board, although successful as far as they have gone, have not 
been very extensive in Manitoba as yet. We would urge that by more suitable 
and extensive advertising, and other publicity methods, the attention of the 
farmers might be called to the advantages of refunding their indebtedness by 
new loans from the Board. . 


Second, private debt may be regarded as part of the larger problem of 
economic recovery. The happy results of the “Premiers’ Plan” in Australia 
were in considerable measure due to a recognition of the fact, in the 
words of W. T. G. Hackett, writing in The Canadian Chartered Accountant, 
January, 1936, that: 


“In settling disputes, the Courts recognized that the principle 
involved was the necessity of reduction of interest charges for an 
economic purpose rather than the relative position of debtor and 
creditor. The fact that a private or corporate debtor could afford to 
pay the original rate of interest was not regarded as grounds for the 
maintenance of such rate for the benefit of the creditor.”’ 
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FINANCIAL, ECONOMIC AND SOCIAL EFFECT OF THESE DISABILITIES 


In your instructions you have been asked to examine the results of the 
Dominion-Provincial relationship. Having concluded a discussion in some 
detail of certain disabilities that have been operating in our western Canadian 
economy, let us now, without elaboration, summarize these results as evidenced 
by the conditions at present existing insofar as they affect individuals, muni- 
cipalities and school districts, and the provincial government. 


Errects on INDIVIDUALS 
With respect to individuals— 


(1) Incomes have declined to a point below the average for Canada; 
and net profits from private enterprise in agriculture, except in the 
last two years, have in many cases disappeared ; 

(2) For large numbers of our citizens, private indebtedness has been 
found too heavy to be borne, necessitating the continuance of Debt 
Adjustment Laws by the provincial government and of the Farmers’ 
Creditors’ Arrangement Act by the Dominion; 

(3) For many taxpayers arrears of taxes are beyond their capacity to 
pay; 

(4) Production of agricultural products by farmers has been maintained 
largely by drawing upon capital reserves, by permitting heavy 
depreciation in equipment, by dispensing with all but a minimum of 
hired labour, by a large degree of dependence upon family labour, 
and by a distinct lowering of living standards; | 

(5) To many individuals opportunity for employment has disappeared; 
a long repetition of disappointments has brought discouragement, 
loss of hope of improvement in economic conditions and the accept- 
ance by some of radical views which find expression in various 
forms of political protest in the hope that a change might bring 
about better conditions. 


The sum total of the effects of these conditions explains in part the rise 
of the farmers’ organizations, the development of co-operative associations, 
the extension of the C.C.F. political organization, the appearance of com- 
munism a few years ago, and still more recently the social credit movement 
in Alberta. | 


Whatever else these movements may have been and however different 
in form or purpose, they were all protests against inequities and injustices 
long continued and for which remedies had been too long delayed. From the 
beginning to the present these have been portents of internal stresses in our 
economy which in our opinion the state cannot longer refrain from correcting 
by major adjustments of policy and of governmental set-up. It would seem 
to be self-evident that the accumulated burden of private debt must be 
lessened in deserving cases and a more constructive plan provided for dealing 
with unemployment. 
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Errects oN MUNICIPALITIES AND ScHOooL DISTRICTS 


How have the conditions of past years reacted upon the local adminis- 
trative units in our set-up, the municipalities and school districts? 


(1) 
(2) 
(3) 
(4) 
(5) 


(6) 
(7) 


(8) 


(9) 


(10) 


The decline in private income brought disastrous declines in local 
tax revenues; 


The decline in tax payments brought difficulties in municipal adminis- 
tration; municipal deficits became the rule and not the exception; 


In many instances not even the cost of normal services has been met 
out of ordinary revenue; 


Drastic reductions have been made in the cost of services, particularly 
schools; 


The necessity of unemployment relief, particularly in urban centres, 
brought a financial burden that could only be met by borrowing. Of 
the larger urban centres which found themselves carrying much the 
heaviest burden, the weaker ones met the situation by default in 
interest payments, some were able to avoid that course and the 
city of Winnipeg, where the problem is concentrated, although in a 
sound position only a few years ago, is now faced with a financial 
crisis; 

Crop failure over several years in five municipalities and over 
a shorter period in eight others in the southwestern corner of the 
province created a local situation that was only met by the generous 
assistance of provincial and Dominion governments; 


The interest on indebtedness in the suburban municipalities adjacent 
to Winnipeg, in certain municipalities in the drought area, and in 
certain northern and eastern municipalities could not be met, and 
defaults occurred; 


The land tax, the chief and practically the only source of revenue 
for rural municipalities and the major source for urban ones, became 
so burdensome that it is a real deterrent to building construction, 
which has largely disappeared and with it opportunities for employ- 
ment in the building trades. At the same time lands and urban 
property, in unprecedented quantities, have been abandoned or have 
come under the ownership of municipalities, thereby returning to the 
municipalities but little revenue in many cases and for the most part 
none at all; 


In general it may be said with respect to municipalities in Manitoba 
that while their per capita taxation is approximately the same as 
the average for Canada, yet in relation to income of the people during 
the last ten years it has been about 35 per cent higher; 


School districts fared similarly to the municipalities and all that has 
been said concerning the difficulties of the latter can with equal 
force be said with respect to the former. Many schools were kept 
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from closing altogether only by the doubling up of school districts, 
the acceptance of drastic salary cuts by teachers and by extra grants 
from the provincial government. The educational needs of some of 
the more thinly settled areas had to be met by the inauguration of 
correspondence courses for public school children. In spite of these 
unusual conditions, municipalities and school districts have met 
their financial problems as well as their economic conditions per- 
mitted, but have done so by a lowering of the standards of public 
service below what a minimum Canadian standard should be. 


EFFECTS ON THE PROVINCIAL GOVERNMENT 


I have indicated how the sum total of these disabilities reacted upon 
individuals, upon municipalities and upon school districts. What has been the 
effect on the provincial government? 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 
(8) 


(9) 


The decline in private income has expressed itself in a drastic decline 
in normal provincial government income, and this resulted in current 
deficits; 


The current budget has been maintained in a state of balance only 
by drastic economies on the one hand and onerous taxation on the 
other; 

Declines in private income, in industry and business threw men out 


of employment in unprecedented numbers and these became an 
added financial burden to the state; 


The financing of unemployment relief could not be met out of current 
revenues, but was met by the thoroughly unsound method of 
borrowing; 

These conditions so increased extraordinary expenditures and so 
decreased ordinary revenues as not only to throw the provincial 
budget out of balance but to impair provincial credit so that the 
treasury could not borrow except at prohibitive rates of interest; 
To meet this contingency, the policy of borrowing from the Dominion 
government to meet relief requirements was forced upon the govern- 
ment as a measure of absolute necessity; 

The increase in the relief debt necessitated a heavy increase in 
current expenditures for interest; 

To meet the demands of a minimum standard of public service, 
Manitoba with its per capita income reduced to three-quarters of the 
average for Canada was forced to maintain, even under these trying 
conditions, a tax rate which, while approximately the same on a per 
capita basis, on the basis of income was 35 per cent higher than the 
average of the other provinces; 

Interest alone remains the one single item in our budget which has 
not been arbitrarily reduced. 
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From an impartial analysis of the provincial government’s position under 
the economic, social and political set-up of today two things are abundantly 
clear: 


(1) In the face of the world crisis of the last seven years, to which there 
has been added an agricultural depression of entirely unprecedented 
magnitude and several years of drought accompanied by the lowest 
price for our chief agricultural product in the last 400 years, the 
public debt of Manitoba, now absorbing for debt charges over 47 
per cent of the provincial expenditures, must be refunded at lower 
interest rates; 


(2) The people of the province, with an income now much below the 
average for Canada, and further handicapped by unfavourable federal 
policies, ought not to be left with the responsibility of maintaining 
public services and relief on a standard essential to the well-being 
of the community. 


CONCLUSIONS 


From this summary it will be apparent that there are two types of 
problems now demanding a rational solution, those having to do directly 
with individuals and those having to do with their governments, provincial 
and municipal. 


The major problems affecting individuals are two in number: 


(1) How to meet the accumulated financial burden resulting from the 
unusual disabilities of past years; and 


(2) How to deal with unemployment. 


Unfortunately, aside from the administration and financing of unemploy- 
ment relief, neither of these comes directly within the purview of this Com- 
mission. We have, nevertheless, taken the liberty of reviewing them for your 
general information and for the purpose of making certain suggestions with 
respect to them. 


The problems facing the provincial government and the municipalities 
and school districts are also two in number: 


(1) How to meet the weight of the accumulated financial burdens of the 
past arising out of a world depression; and 


(2) How to give in the future to the citizens resident in this section of 
Canada a reasonable standard of public services, the responsibility 
for which has been left with the province, on a tax base that the 
Fathers of Confederation never conceived as adequate to meet such 
unanticipated responsibilities and on an income much below the 
average for Canada. 


With respect to these two problems, both of which come within the range 
of this Commission’s duties, we desire to submit two xe proposals for 
your consideration. : 


52 


Manrrosa’s CaseE—SuMMARY AND RECOMMENDATIONS 


TWO MAJOR PROPOSALS 


In regard to the two problems of public debt and social services, 
we desire to submit two major proposals: 


(1) The reconstitution of the provincial debt at lower interest rates; and 


(2) Reallocation of responsibilities between the Dominion and provincial 
governments. 


1.—RECONSTITUTION OF THE PROVINCIAL DEBT AND INTEREST BURDEN 


Manitoba’s provincial debt has been shown to have grown to such a size 
that it requires a very large percentage of the annual revenue to meet the 
interest and debt charges thereon. It has also been shown that it is impossible 
to increase taxation in Manitoba above its present level. Some adjustments, 
therefore, must be made in the interest rates on Manitoba’s debt. 


Other countries have faced the necessity of similar action. They have 
accomplished the required results, some by refunding callable bonds, some by 
inflation, some by a measure of compulsory refunding, some by default and 
some by repudiation. 


After several years of effort by certain Canadian provinces no reduction 
of interest and debt charges on provincial public debt in Canada has been 
accomplished either by joint action or by mutual agreement, except that 
resulting from default. Inflation was not within Manitoba’s power. Repudia- 
tion would have been unjust and dishonourable. Mutual adjustment has not 
been found practicable of accomplishment. 


Feeling that default was unwise, both in the interest of Canada in general 
and in the future interest of Manitoba in particular, we have during the past 
five years, by the most drastic measures of economy and by severe taxation 
managed to avoid it. It is impossible to continue these measures, however, 
and inasmuch as we are going further into debt each year by some four millions 
of dollars for relief borrowings, we must in common fairness to all, including 
the holders of our bonds, face the situation which now confronts us. The time 
has come when material adjustments must be made on some mutually accept- 
able basis, or inevitably other more arbitrary and less satisfactory procedure 
to accomplish a lessening of the interest burden will have to be taken. 


The Burden of Interest Charges.—Before outlining the debt reconstitution 
plan we wish to point out to you the burden that interest charges have become 
upon our reduced income. 


(1) It has been shown that while Manitoba has a slightly lower per 
capita net debt than the average for Canada, and while Manitoba 
was the only province in Canada whose debt has not been doubled 
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in the period since 1926, yet in this province where our debt is slightly 
below the average and has increased relatively less than in any other 
province, our debt in 1935 was equal to 42 per cent of our income 
while the average debt of the other provinces was equal to but 
29 per cent of their incomes; 


(2) It has also been shown that while Manitoba’s per capita combined 
municipal and provincial debt is smaller than the average for Canada 
and that since 1926 it has increased only by 32 per cent while that 
for all Canada has increased by 64 per cent, yet the more greatly 
increased total municipal and provincial debt of all Canada equalled 
only 70 per cent of the national income in 1933, while Manitoba’s 
municipal and provincial debt combined equalled 98 per cent of the 
income of her people in the same year. 


Plan Proposed.—In the hope of accomplishing a rational adjustment of 
interest rates, we propose a plan which provides for the co-operation of the 
Dominion government, the bondholders and ourselves, one which will give to 
creditors a just return and a maximum of protection and to the province a 
reasonable adjustment in interest rates. 


In Sections A and C of Part IX of this submission a plan of reorganization 
of Manitoba’s budget will be found outlined in some detail. We wish here 
briefly to point out the chief features of the proposal. 


Cancellation of Relief Debt.—We propose the cancellation of all of the 
relief debts now owing by the province of Manitoba to the Dominion govern- 
ment ($19,257,819.08 as at April 30 last), and the cancellation of all the relief 
debts now owing by the municipalities to the provincial government - 
($4,365,097.50 as at April 30 last). We propose also the assumption by the 
Dominion government of all relief debts now owing by the municipalities other- 
wise than to the Manitoba government (City of Winnipeg $5,398,000 at Decem- 
ber 31, 1936—at present approximately $7,000,000). The basis upon which all 
of these debts were incurred and upon which most of the moneys now repre- 
sented by them were advanced by the Dominion was that of need. If the need 
had not existed in such a critical form that funds could not, as a matter of 
fact, have been borrowed elsewhere, these advances would not have been 
made. The need arose because the provinces and the municipalities were 
attempting to maintain, upon a tax base inadequate for that purpose, social 
services which should never have been the responsibility of any government 
excepting the Dominion government. This burden of social services and the 
debts incurred therefor by the province and the municipalities more than any 
other factor have created the financial crisis which now faces the province and 
its municipalities. The cancellation of this debt, therefore, is one of the most 
effective methods of helping the province and its municipalities to avoid a 
disastrous outcome of that crisis. 
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Retention of Subsidies—Debt Assumption by Dominion—Refunding of 
Balance.—We recommend the assumption of a part of the provincial debt by 
the Dominion in return for retention of the subsidies upon the express con- 
dition that the holders of Manitoba’s bonds at the same time co-operate in 
the refunding of the balance of Manitoba’s direct and indirect public debt 
at average rates of 314 per cent and 31% per cent per annum respectively. 


A low rate of interest on the whole debt is the achievement which we 
must seek to attain. In the case of Manitoba, upon the basis of this proposal, 
the savings in interest charges would amount to $2,400,000 per year. 
If the plan were followed by all provinces on the same basis the saving in 
interest would be $23,000,000 per year. 


This proposed capitalization of subsidies, expressly conditioned upon the 
bondholders’ co-operation in refunding the balance of Manitoba’s direct and 
indirect bonded debt, is the great step which will permit the necessary scaling 
down of indebtedness so that provincial credit will be restored. This phase 
of the proposal can be] achieved without any additional cost being placed 
upon the Dominion. 


2.—REALLOCATION OF RESPONSIBILITIES BETWEEN THE DOMINION 
AND PROVINCIAL GOVERNMENTS 


We come now to the second major proposal. The proposal for the realloca- 
tion of responsibilities between the Dominion and the provinces is as follows: 


(1) The Dominion to assume full responsibility for the financing and 
administering of unemployment relief (including, as already outlined, 
the provincial and municipal debt for relief to date); 


(2) The Dominion to accept responsibility for the total cost of old age 
pensions, in place of the 75 per cent of the cost it is now paying; 


(3) The Dominion to share with the provinces on substantially a 50-50 
basis the cost of the following services: 


Mothers’ Allowances, 

Hospitalization, 

The Care of the Mentally Afflicted, 
Public Health Services, 

Highway Construction and Maintenance, 
Technical Education. 


(4) The province to give to the Dominion the sole power to collect 
succession duties. 
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The reallocation plan which we have proposed contemplates that the 
Dominion shall undertake to provide approximately one-half of the cost of 
our social services, chiefly services relating to public welfare. We believe that 
with such a participation in these burdens the Dominion would not be under- 
taking more than a just proportion of the costs of such services. 


We have requested that the Dominion spend an amount for federal trunk 
highways in Manitoba equal to the amount which Manitoba proposes to spend 
upon provincial highways. We cannot urge too emphatically the great interest 
that our federal government, which has done so very little in this direction, 
should have in our highways. Canadian highways are one of our most important 
earning assets. The receipts from the tourist trade of Canada now amount to 
considerably more than $250,000,000 annually. There are few countries in the 
world whose highways are so directly an earning asset as are those of our 
own country, yet our own central government has taken a minimum of 
responsibility for them. 


ADVANTAGES TO MANITOBA FROM THESE Two PROPOSALS 


What would Manitoba secure for herself if these two proposals were 
carried out? 


The province would be able to relieve the pressure upon municipalities 
and school districts primarily for education, social services, roads and to reduce 
tax levies, all to the extent of over $2,600,000. 


The province would secure a saving in interest charges of some $2,400,000 
per year; it would be able completely to balance its budget; it would be per- 
mitted to reduce its high level of taxation. 


SpecIFIC EFFECTS 


For purposes of greater clarity we may set out in more specific detail 
the effects of these proposals upon the different governmental units in our 
federal system. 


These proposals would mean for the province: 


(1) A saving in interest charges of $2,400,000 annually; 

(2) Relief from the cost of unemployment services; 

(3) Relief from the one-quarter cost of old age pensions; 

(4) Relief from a portion of the cost of certain services, including: 


Mothers’ Allowances, 

Hospitalization, 

The Care of the Mentally Afflicted, 
Public Health Services, 

Highway Construction and Maintenance, 
Technical Education; 
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(5) 
(6) 


(1) 
(2) 
(3) 
(4) 


(5) 


(6) 


A transfer to the Dominion of the sole power to collect Succession 
Duties; 


An adjustment with the Dominion of obligations and responsibilities 
which would; (a) make possible the transfer to the municipalities for 
their services of all assistance received by the province from the 
Dominion for other than unemployment relief; (b) permit the per- 
formance of normal provincial services which have been starved by 
the economies of recent years. 


These proposals would mean for the Dominion: 


Co-operation in making possible a constructive adjustment of the 
present financial impasse of the provinces and municipalities; 


The receipt of the revenues from succession duties now collected by 
the province; 


The assumption of $1,941,674 per year in increased financial obliga- 
tions for the cost of social services, including old age pensions; 


Liability for interest charges on that portion of the provincial public 
debt assumed by it—an amount equal to the subsidy retained by the 
Dominion; 

Assumption of responsibility for administration and financing of 
the whole cost of unemployment relief, including the relief debt of 
the provinces and the municipalities; 


A measure of substantial justice that will bring dividends in national 
harmony and unity and progress and a great impetus to our whole 
economic life. 


These proposals would secure for the municipalities and unorganized territories 


(1) 
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 


and the services they support: 
A net gain of some $2,600,000 per year, including 
Repeal of the land tax now imposed for Old Age Pensions, $344,000; 
Repeal of the land tax for other levies, $24,000; 
Reduction in interest charges on direct and indirect debt, $250,000; 
Increased financial assistance for highways, $815,000; 
Increased assistance for market roads, $260,000; 
Increased educational grants, $1,000,000. 


These two proposals, the debt reconstitution plan and that for reallocation 
of services are presented to the Commission as a joint plan. Together they 
seek to put the province and the municipalities in such a position that with 
continued care in controlling expenditures these local governments may be 
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expected to meet their responsibilities in a reasonably acceptable manner. 
This joint proposal will not make possible relief to municipalities on any 
generous scale, such as some of them will no doubt seek. Our plan is offered 
as a reasonable proposal, with neither too much in the way of added obligations 
upon the Dominion nor too much in the way of extra assistance to the muni- 
cipalities; although without doubt the Dominion will protest that it is being 
asked to assume too great responsibilities and the municipalities will protest 
that not enough has been requested to enable them to function properly. 


If essential parts of this joint plan should not be found acceptable, the 
province cannot undertake beforehand to agree to other parts. For example, 
if the debt reconstitution plan is acceptable and the reallocation of services 
plan is not acceptable we are not to be understood as now agreeing to the debt 
reconstitution plan alone as it is now proposed. It is essential that in whatever 
action is taken the province must achieve a completely balanced budget 
upon the basis of reasonable services and reasonable taxation. 


CLOSING 


This ends the submission of the Manitoba government. We have sought 
to present the case for this portion of Canada as fully and frankly as possible, 
without either overstatement or understatement. 


The views expressed and the proposals advanced have been arrived at 
after long and careful inquiry. We invite the most thorough examination of 
them. We submit them for your consideration with other plans that will no 
doubt be placed before you, and we ask only that they be considered on their 
merits. 


In closing these remarks we wish to say that we have unbounded faith in 
the future of western Canada if we are not hampered by other than inherent 
natural conditions. Agriculture, which is the basis of our economic life in this 
part of Canada cannot be revived and stabilized unless it has assurance of 
adequate export markets. Without export markets there is no sound ground 
for optimism as to our future. With export markets, which sound long-time 
national trade and fiscal policies would secure, we believe that the natural 
advantages of western Canada are such that they can be developed far beyond 
anything we have yet attained. 


It is unfortunate that neither the members of this Commission nor any- 
one else can predict what the long-time trade and fiscal policies will be. That 
being so, we urge upon this Commission such a readjustment of Dominion- 
provincial relations as will make possible within Confederation, a workable 
plan under which the Dominion, provincial and municipal governments can 
provide for the people in every province of Canada, that common standard 
of ee and social services to which as Canadian citizens they are justly 
entitled. 
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PART IX 


AN EXAMINATION OF CERTAIN PROPOSALS FOR 
THE READJUSTMENT OF DOMINION -PROVINCIAL FINANCIAL 
RELATIONS* 


SECTION A. RECONSTITUTION OF THE PROVINCIAL DEBT 


This submission, consisting of three sections, deals first with a proposal for 
the conversion of part of Manitoba’s indebtedness (Section A). This proposal is 


considered in light of its effects when applied to the indebtedness of all the 
provinces of Canada. Recommendations have been made, however, that look 
towards the refunding of all the indebtedness of the province. Before the 
reconstitution of the entire debt can be considered, it is necessary further to 
readjust the financial relations between the province and the Dominion. In 
a general way these readjustments involve the sharing of the costs of social 
services. It is for this reason that social services are considered in the second 
section (Section B) before expression is given to the full effect upon Manitoba’s 
financial position of all the recommendations of a financial nature that are 
made in these submissions. 


The final section gives financial statements for Manitoba that reflect in 
complete detail the effects of all the financial readjustments that have been 
proposed (Section C). It will be observed that in Section C there is applied 
specifically to Manitoba and the Dominion the outstanding principles that 
have been advocated in the first two sections of this submission, as well as certain 
additional principles that have not been considered separately in other sections. 


It is to the fundamental interest of the Dominion to keep the provinces 
financially solvent. This cannot be achieved if indebtedness is piled upon the 
provinces in an amount which they cannot maintain. We refer to the 
Dominion’s present policy of granting loans to some of the provincial govern- 
‘ments to furnish them with funds that they could not otherwise obtain. 
The principles that must be followed in carrying through fiscal reorganization 
should be similar to those involved in private financial reorganization. These 
principles are: (1) reduction of indebtedness and (2) reduction of the annual bur- 
den of fixed charges. Were provincial indebtedness substantially reduced, the 
provincial governments would be able to carry the reduced debt load and to 
effect important savings by the refunding of remaining indebtedness at the 
low interest rates now prevailing. Without such reduction the provinces can- 
not re-establish that credit condition which will permit them, in the capital 
markets, to fund or refund any part of their indebtedness whatsoever, whether 
due to the Dominion or to private investors. Moreover, without reducing 


*This submission was prepared by A. R. Upgren and R. MeN. Pearson. 
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RECONSTITUTION OF THE PROVINCIAL DEBT 


the level of taxation in certain provinces it will be impossible to make available 
for ultimate debt retirement any of the increases in tax revenues which may 
be anticipated with a return of normal economic conditions. We, therefore, 
turn to a basis for debt reduction which has been suggested in another quarter. ! 


In a recent book on federal subsidies Maxwell? proposes the capitalization 
of provincial subsidies as the formula for solving the problem of “the heaviest 
burden upon the budgets of most provincial governments’’—debt charges. He 
says further that “these charges are out of line with the present level of prices 
and interest rates” and that ‘“‘the provinces have no easy method of relief.” 
Maxwell’s proposal is that in return for complete abolition of unconditional 
subsidies now paid to the provinces the Dominion shall “‘lift a substantial 
proportion of the debt from the shoulders of the provinces.”’ 


This proposal in brief means that the Dominion government would take 
over that amount of the debt of the provinces upon which the interest that 
the Dominion would pay would be precisely equal to the amount of subsidies 
which it now is paying unconditionally. In our calculations of the amounts of 
debt that this would involve for each of the provinces and the total amount 
of debt the Dominion would assume we have used an interest rate of three 
and one-quarter per cent, a rate slightly below the yield available upon the 
fourteen-year bonds sold by the Dominion in November, 1937. Using this 
interest rate of three and one-quarter per cent we may calculate, as an example, 
the amount of Manitoba’s debt that the Dominion would take over in accord- 
ance with the principle Maxwell has advanced. Manitoba’s subsidy payments 
from the Dominion for the year ended March 31, 1936, amounted to $1,716,500. 
The amount of bonds upon which interest, at three and one-quarter per cent, 
equals $1,716,500 is $52,800,000. This is the amount of Manitoba’s debt that 
could be taken over by the Dominion so that the interest at three and one- 
quarter per cent, to be paid by the Dominion in the future, would be precisely 
offset by the subsidy which the Dominion would not have to pay in the future. 


The net effect of this plan would be to eliminate completely unconditional 
subsidy payments by the Dominion to the provinces. Thereby the provinces 
would lose their subsidies, which, as we have pointed out, are equal to three 
and one-quarter per cent on the indebtedness which the Dominion would 
take over. The provinces pay a rate of interest which we shall assume to be 
approximately five per cent,’ so that the net saving to them would be the 


1. Discussion of the problem of tax adjustment is deferred to another section. See Section C, Reallocation of 
Governmental Services and the Resulting Budgetary Position, for details covering proposed tax adjustment 
and for a measurement of the savings available to Manitoba under a proposed plan of reconstituting the 
entire debt of the province. ; 

2. James A. Maxwell, Federal Subsidies of the Provincial Governments in Canada (Harvard University Press, 
1937), Chapter 14. (Quotations from p. 192). 

3. Asis shown in Table 2 below, total net funded debt of all of the provinces on March 31, 1934, was 
$1,352,572,000 and interest on total debt for the fiscal year ended at that date was $67,186,000, yielding an 
average rate of interest of 4.97 per cent. 
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RECONSTITUTION OF THE PROVINCIAL DEBT 


excess interest of one and three-quarters per cent. On this basis the net saving 
to a province would be equivalent to more than one-half of the present amount 
of subsidy received—a substantial net saving. 


This arrangement, as an integral part of the complete program of readjust- 
ment and reform that is proposed in the following sections, would permit prac- 
tically all of the provinces to refund their remaining indebtedness at a rate of 
interest that would result in a further substantial reduction in present debt 
charges. At a later point, in the case of Manitoba, we calculate this additional 
saving as well as the total saving.‘ 


If the plan is considered from the point of view of Canada as a whole, it 
will be observed that there is no net increase in expense to the Dominion 
budget and that there is a very substantial direct saving to the provinces; and 
there is the further advantage that refunding of remaining provincial gov- 
ernment indebtedness at low rates of interest is made possible. 


A permanent solution of the present fiscal disabilities of the provinces 
requires in addition the sharing of the expenditures on certain social services 
with the Dominion government. Though the capital improvements of the 
provinces necessary to meet the needs of a growing population have been 
in part provided for, the provinces have been unable to meet satisfactorily 
the more recent burden of recurring costs for social services and capital 
expenditure necessary for their maintenance, and for highway purposes. The 
transfer of indebtedness, as proposed, together with the transfer of a part of the 
cost of social services, would effect that readjustment of the financial load of 
the provinces which is necessary to meet the conditions now existing. 


We affirm that the present difficulties are not due to extravagant and 
wasteful expenditures. We emphasize that the tremendously rapid growth 
of population during the first quarter of the century placed an almost unbear- 
able burden upon the provincial governments, which were charged with the 
responsibility for an increasing share of the cost of national improvements, but 
could in no way control the national growth. The present economic readjust- 
ment in Canada, even aside from the effects of drought and depression, is due 
in part to a very sharp decline in incomes. When a country is expanding its 
plant facilities to meet the needs of a rapidly growing population, the expendi- 
tures for such plant equipment flow into the income streams of the population. 
This, of course, is the very essence of the business cycle. In the prosperity 
phase of the cycle tremendous expenditures are made for plant and equipment; 
in the depression phase the absence of these expenditures sharply reduces 
the national income. In a period of recovery countries with a fairly stable 
population may anticipate a fairly complete recovery to, and an advance 
beyond, their earlier high income levels. In Canada, in the discernible future, 


4. See Section C, Reallocation of Governmental Services and the Resulting Budgetary Position. 
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RECONSTITUTION OF THE PROVINCIAL DEBT 


no large capital expenditures comparable to those that prevailed from 1905 
to 1930 may be expected. Our railroads are fully developed and public works 
in large part completed; our cities are built. A permanent readjustment has 
taken place. The adjustment which we propose with respect to indebtedness 
and social services recognizes the situation which we have so briefly described, 
but the importance of which we cannot too strongly emphasize. 


In Table 1 we present a calculation of the capitalized value of the annual 
subsidies paid by the Dominion government to the provinces, using an interest 
rate of three and one-quarter per cent. These capitalized values provide the 
amount of provincial debt recommended for assumption by the Dominion 
government. The capitalized value of the total amount of subsidies is approxi- 
mately 523 million dollars. The amount of subsidy payments for the year 
ending March, 1936, totals almost 17 million dollars. The total amount of 
debt to be assumed by the Dominion government would increase its present 
interest-bearing debt by approximately one-sixth. The amount of indebtedness 
in Canada as a whole, of course, would not be increased. In fact, as has been 
pointed out, the annual burden for the Dominion would not be increased 
because the increased interest charges would be offset by the cancellation of 
the subsidies that are now paid. For the provinces the burden of interest 
charges would be reduced by an amount much greater than the subsidy to 
be cancelled. 


Tas_e 1.—Sussipy PayMENTS AND THEIR CAPITALIZED VALUES 


Debt to Be Assumed by the 

Subsidy Payments Dominion upon Capitali- 

for the Year Ended zation of Subsidies at 3% 

Province March 31, 1936 Per Cent Interest 

Manitobaws = 4. veoe Se Oe aa $ 1,716,500 $ 52,800,000 
Saskatchewan. .- so 5052s ce os 2,145,000 66,000,000 
Albertans eure. atheros tne a 1,771,500 54,500,000 
‘British Columbians.-- ee 1,624,600 49,988,000 
Ontarioss ane eee eee 2,941,400 90,500,000 
Quebecssewia ee mie ers ene 2,592,000 79,800,000 
INew brunswick. oa eee ee 1,593,000 49,000,000 
INOVatscotlas «sia ober coe 1,953,000 60,100,000 
Prince Edward Island........... 656,900 20,200,000 
4 AT oe es long tein A coe PREECE Oe $16,993,900 $522,888,000 


Table 2 gives the interest paid on total debt by the provinces in the fiscal 
year of 1934. The data for 1934 are used because that is the last year for which 
complete information is available in the Canada Year Book. The table also 
shows funded debt of the provinces as of March 31, 1934; the amount of 
debt to be assumed by the Dominion in return for subsidy cancellation; and 
the balance of the net funded debt which provincial governments would owe 
after this assumption. The assumption of this debt by the Dominion would 
completely terminate unconditional subsidy payments. 
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RECONSTITUTION OF THE PROVINCIAL DEBT 


TABLE 2.—PrRovinoiaL InteRESt CuarGces, Existinc Dest, Desr Crepit ror Sussipy 
CANCELLATION, AND Resuutinc Net Dept or THE Provinces as or Marcu 31, 1934 


Interest on Total Net Debt Credit 
: Total Debt, Funded Debt, for Subsidy Balance 
Province 1934 March 31, 1934 Cancellation of Debt 
Manitobatincsat octal sons... $ 6,080,000 $ 111,022,000 $ 52,800,000 $ 58,222,000 
Saskatchewan............ 6,275,000 141,103,000 66,000,000 75,103,000 
Alberta DeAEe ees eysie eke vier sibel 6,173,000 132,143,000 54,500,000 77,643,000 
British Columbian -2 45s: 7,504,000 113,754,000 49,988,000 63,766,000 
Ontario, Ae fee nee 29,587,000 614,974,000 90,500,000 524,474,000 
Quebec..... Wetots) «ciietciste eects 5,267,000 111,488,000 79,800,000 31,688,000 
New Brunswick OEY i 2,749,000 56,110,000 49,000,000 7,110,000 
Nova Scotlay.c lettre eerie 3,321,000 68,357,000 60,100,000 8,257,000 
Prince Edward Island ..... 230,000 3,621,000 20,200,000 16,579,000* 
MRotals a eos, faite $67,186,000 $1,352,572,000 $5 22,888,000 $829,684,000 


Under the subsidy cancellation plan the total net funded debt of the 
provinces in 1934 would be reduced from about 1,350 to about 830 million 
dollars, a reduction of about thirty-nine per cent. In the case of Prince Edward 
Island, Maxwell points out that ‘“‘some special arrangement would have to 
be made because its debt is less than the capital sum given above. No other 
province even approaches a similar situation.” We assume that interest-bearing 
bonds for the principal amount might be delivered to the government of 
Prince Edward Island in order to effect complete and final termination of 


the subsidy. 


Table 3 provides the balance of indebtedness of the provinces which, as 
shown in Table 2, would exist after the application of the debt credit for 
subsidy cancellation. Interest upon this indebtedness, at three and one-quarter 
per cent, is also given; the amount of this interest requirement may be 
compared with the interest on total debt (1934), repeated here from Table 2. 


TaBLE 3.—INTEREST BURDEN ON Dest oF Provincgs (1934) 
AFTER Dest CrepIT FOR SUBSIDY CANCELLATION 


Province 


Manitoba. . aie sane Bnet he $ 


Alberta suse mitne rect oa sais 


Ontario. 2 ee gee ales 5 
Quebecee eer eae 
New Brunswick.............-- 
INOVATOCOLIAIMe sn Voter eres 
Prince Edward Island......... 


TDotalee wet cee Se een $8 


Balance 
of 
Debt* 


58,222,000 


75,103,000 
77,643,000 
63,766,000 
24,474,000 
31,688,000 

7,110,000 

8,257,000 


16,579,000 


29,684,000 


Interest 
Burden 
at 3%% 


$ 1,892,000 


2,441,000 
2,523,000 
2,072,000 
17,045,000 
1,030,000 
231,000 
268,000 

539,000t 


$26,963,000 


Interest on 
Total Debt, 
1934 


$ 6,080,000 


6,275,000 
6,173,000 
7,504,000 
29,587,000 
5,267,000 
2,749,000 
3,321,000 
230,000 


$67,186,000 


*See Table 2 above. 
tCredit. 
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RECONSTITUTION OF THE PROVINCIAL Dest 


The data given in Table 3 reveal that if the balance of provincial debt 
after application of debt credit were refunded at three and one-quarter per 
cent the interest burden of the provinces as a whole would be reduced from 
67 million dollars to about 27 million dollars.> Offsetting this reduction in the 
cost of service of debt would be a loss to the provinces of subsidies totalling 
about 17 million dollars. Thus the net annual reduction in the budgetary 
burdens of all of the provinces, after allowing for the cancellation of present 
subsidies, would be about 23 million dollars, which would not be obtained at 
the cost of the Dominion treasury, but would be attainable by that construc- 
tive readjustment of Dominion-provincial financial relationships that would 
merit fully the reduction in interest rates that has been considered. In the 
case of Manitoba, the gross saving in debt charges, as indicated in Table 3, is 
about $4,200,000. The net saving, after the cancellation of its subsidy of 
$1,700,000, is over $2,400,000. 


This potential annual saving to all the provinces of 23 million dollars, 
and of over $2,400,000 to Manitoba alone, is the prize that we submit must 
in some way be won if there is to be a fundamental and permanent readjust- 
ment of the fiscal position of the provinces. It is an amount that is one and 
one-quarter times again as great as the subsidies which the provinces have 
been receiving. It is obtainable if a complete readjustment is secured. The 
first steps in that readjustment, as we have pointed out, are the cancella- 
tion of subsidies in return for the assumption of debt by the Dominion. 
This first step involves no increased financial burden for the Dominion. The 
second step is the refunding of remaining provincial indebtedness at low rates 
of interest. The second step will achieve a saving to the provinces in debt 
charges which, as Maxwell has pointed out, are ‘“‘the heaviest burden upon 
the budgets of most provincial governments” and are charges that “are out 
of line with the present level of prices and interest rates.” 


5. In order to provide information that would be needed to determine the full effects of such a plan upon 
the provincial budgets, the tabulation below records the sinking fund payments and other debt charges of the 
provinces. The amounts involved are, relatively, not large and for this reason we have not considered these 
details above. 


TasBun 4,—Sinxinc Funp anp OruerR Dest CHARGES OF THE PROVINCES IN 1934 


Sinking Other Debt 

Province Fund Charges Total 
Ma ritto bar aeetacewee clea iat: Opes en ee Nicks $ 298,000 $ 318,000 $ 616,000 
Saskatchewainmencee rie seee tet anee teres 153,000 22,000 175,000 
AUD er bi. ee Secreta) ee meinen cm cians sack ae 744,000 26,000 770,000 
Britisht Columbia eee seer er ee 586,000 293,000 879,000 
OntariOsyatmer ner cals ener en ee cranes 914,000 1,590,000 2,504,000 
Quebecteussn tc er aac ee oes 1,815,000 211,000 - 2,026,000 
ING Wabruns wick: meetin aera ae 193,000 74,000 267,000 
INOVEs DCO dee eect terri ee re oe eras 163,000 167,000 330,000 
Prince: Hodwardiilslande nn. hen ener. 129700 0a ese rete 1 129,000 

4 NOS EN Wy Saote any oy oy etter cy oP RR APACER a $4,995,000 $2,701,000 $7,696,000 


*1933 figures. +Not reported. 
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RECONSTITUTION OF THE PROVINCIAL DEBT 


The refunding of the indebtedness of the provinces at low rates of interest 
should be possible upon the consummation of the proposed plan, further 
details of which are considered in Sections B and C below. The features of the 
plan that have been discussed in this section have the very great merit of: 


(1) Reducing unmanageable provincial debt to manageable proportions. 
(2) Placing no additional burden upon the Dominion treasury. 


(3) Causing no increase in the total amount of securities to be floated in 
the capital markets. (The operation would be a conversion of 
provincial into Dominion obligations.) 


(4) Preparing the way for achieving the refunding of the balance of 
all provincial indebtedness at a period in the cycle when extremely 
low rates of interest prevail. 


In this section, in summary, we have outlined one part of the complete 
reorganization of the province’s budgetary position. Important as this step is, 
it nevertheless is insufficient in itself for the reason that it does not fully serve 
to readjust the burdens that must be readjusted if a permanent solution is 
to be found. Without relief from present and potential expenditures for services 
other than debt charges, there remains the threat of unbalance in budgets. 
Relief from a part of these excessive expenditures is considered in the remaining 
sections. 


In the next section we consider the cost of social services and the basis 
for the need of their reallocation as Dominion and provincial financial respon- 
sibilities in the development of the comprehensive plan of readjustment that 
is presented in detail in the final section of this submission. 
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SECTION B. DOMINION AND PROVINCIAL BUDGETS IN 
RELATION TO SOCIAL SERVICES 


In a preceding submission municipal expenditures have been analyzed 
to show the tax burden which rests upon the people of Manitoba as a 
result of the sharp decline in income.! Another section of this report will 
discuss the services now performed by the municipalities and the provincial 
government which should be borne out of funds raised by the Dominion 
government.” 


We now turn to a study of Dominion revenues and disbursements in 
order to determine the ability of the Dominion to assume the cost of the 
services now maintained by municipal and provincial expenditures. The 
following record should be briefly noted. The municipalities have made sharp 
reduction in expenditures for education in order to maintain their burden for 
relief. In the province there has been a piling up of indebtedness, and an 
increasing exhaustion of revenue-raising possibilities in order that the service 
on debt might be maintained. The fiscal record of the Dominion is in sharp 
contrast; it reveals a resiliency that strongly reflects its superior ability to 
carry the burdens here suggested for transfer to it. In brief, the financial 
record of the municipalities and provinces has until very recently shown a 
continued deterioration, whereas the record of Dominion finances shows a 
very buoyant condition. 


In the fiscal year ended March 31, 1933, the revenues of the Dominion 
government were 312 million dollars and its expenditures 533 million; this 
resulted in a budget deficit of 221 million dollars. According to the budget 
submitted by the Minister of Finance, as opposed to a deficit of 221 million 
dollars in 1933, the deficit in the fiscal year ending March 31, 1938, will be 
only 35 million dollars. In the five years since 1933 total expenditures have 
been very slightly reduced from 533 million to 520 million dollars. Income, 
however, has increased by no less than 173 million dollars, or 55 per cent, 
that is, from 312 to 485 million dollars. Since 1933, ordinary expenditures of 
the Dominion government have increased quite uniformly in the several 
classifications, by about ten per cent. Extraordinary expenditures taken as a 
whole have decreased. In detail these extraordinary expenditures show a 
substantial decrease in losses on loans (not provincial) charged off, and an 
increase of only 35 million dollars in capital expenditures, public works, and 


relief. 


1, See Part V, The Effects of Declining Income. 
2. See Section C. 
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DoMINION AND PROVINCIAL BUDGETS 


In Table 1 below we provide a summary of the Dominion government 
budget accounts. This summary is given in the form of the average annual 
budget for the five-year period from 1926 to 1930 inclusive. This precludes 
the possible criticism that an “‘adverse’’ year may have been chosen. A similar 
annual average is given for the next five fiscal years, from 1931 to 1935 
inclusive. Also included is the average budget for the last two years, that is, 
the average budget for the fiscal years 1936 and 1937. 


TasLe 1.—AvERAGE DoMINION GOVERNMENT BUDGETS 
(In millions of dollars) 


Five-Year Average Two-Year Average 
1925-26 1930-31 1935-36 
Account to to and 
1929-30 1934-35 1936-37 
RECEIPTS: 
Sales taxes etcus cn teeta ee tet aceite 88 79 134 
income: Axe cinerea oil te oes A eas 58 64 93 
Gustomsidutles? ay ge be See ce a 158 90 78 
Excise duties stu. sae nenn ee omer 56 47 4A 
Paxsonubanks }ete type et aS ckre ee © 3 ok Q 2 Q 
otalitaxerey.enlles ms cis miecm ae aces Uno Oe 282 351 
Rotalirevenles twavrgs.csiscistacis caine eo ok 424 338 412 
DiIsBURSEMENTS: 
Interestionidepbssase seme ie eure hae eels 127 131 136 
National defense and pensions........... 63 72 74 
All other ordinary expenses.............. 118 121 121 
Subsidiesstopprovincese 4246 -5-o ee aes | LS 16 17 
IPablichwOrkstasgrtieety tan ky duds cece as 16 15 14 
OldcaverpenslonGaac mete 8 Aes eile esine os 11 20 
Total ordinary expenses..............- 337 366 382 
SIT PLUS eae euciey teeter aya eet tata 87 30 
IDeTiGltrer sae). senane..ian oes se: 28 
Loanstehargedsolissete-ti cre, bie 4 serene er 18 55 66 
Capital expenditures and public works.... 21 15 32 
Reliciand bonuses awa ures ee : 36 53 
Totaltexpendituress 1.02). ees eeiee- ise) O80 AT2 533 
Sur pluse seperti ae lores oncs iene seoeeiete fee 48 
Dehcitrr. eee ete cite ae ere tara 134 121 


From the sharp decline in revenues during the depression years there 
has been an almost complete restoration of Dominion revenues to the level 
of the five years prior to the depression. However, it will be observed that 
there has been no substantial expansion in Dominion revenues beyond earlier 
levels. The increase in the indebtedness of the Dominion may be said to 
have been incurred largely to finance losses which occurred on the receipts 
side during the depression years and partially to finance increased outlays 
on the expenditure side. 


During this period in which revenues have been restored to the pre- 
depression level, ordinary expenditures have increased by 45 million dollars. 
Almost one-half of this increase is accounted for by the cost of old-age pensions; 
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DoMINION AND PROVINCIAL BUDGETS 


a quarter by expenses for national defense and pensions; and about another 
quarter by increased interest on debts. Extraordinary expenditures have 
increased about 110 million dollars; this consists of 50 million dollars in loans 
charged off, and a like amount for the new expenditure items of relief and 
bonuses. The very small remaining amount of about 10 million dollars repre- 
sents an increase in extraordinary capital expenditures and public works. 


Interest-bearing debt of the Dominion declined from 2,600 million in 
1926 to 2,400 million in 1930. The increase during the depression years up 
to 1935 was approximately 800 million dollars, or about 33 per cent. By the 
end of the fiscal year of 1938 a further increase to about 3,400 million is 
anticipated. At that time the interest-bearing indebtedness of the Dominion 
will have been increased about 40 per cent from the low point of 1930. Interest 
on the debt has increased by only twelve per cent because of the decline in 
the average rate of interest from five to less than three and three-quarters 
per cent. 


The following tabulation allows a comparison of certain Dominion 
expenditures with the total budget. (Figures given are in millions of dollars.) 


Five-Year Average Two-Year Average 
1925-26 1931-32 1935-36 
to to and 
1929-30 1984-35 1936-37 
Totaltaxarecelpts* 7 wasn seeniecn cao eeise es 362 282 351 
AD Oban eer CUMS choca nc) lacey hes onsale et ek 424 338 412 
Expenditure for social purposes :* 
Old-age pensions... .. 0... .4.-6s052-2--- 11 20 
Reet sud PONUSER 2. o).224 oe bale cn aed om 36 53 


*Not including net increase in public works and provincial subsidies, which in 1931-32 
to 1934-35 were six million, in 1935-36 and 1936-37, seven million. 


The expenditures for social services, old-age pensions, relief, and bonuses 
represent items new to the budget since pre-depression years. In the five years 
from 1931 to 1935 old-age pension expenditures averaged 11 million dollars 
annually, and in the last two years 20 million dollars. This increase resulted 
from the fact that in the initial years the Dominion carried only 50 per 
cent of their cost, in the later period, 75 per cent. In the first five years of 
the depression relief and bonus payments averaged 36 million dollars annually; 
in the last two years, 53 million dollars. The note to the preceding tabulation 
indicates extremely small expansion in expenditures for public works and 
provincial subsidies. Taken together, the new expenditures for old-age pen- 
sions, relief, and bonuses in the last two years averaged less than 20 per 
cent of the total revenues of the Dominion government. 


The following tabulation provides a brief record of total tax revenues, 
total revenues, and expenditures for social services (excluding education from 
social services) in Manitoba during the same period as given for the Dominion 
just above. (Figures given are in millions of dollars.) 
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Dominion AND Provincia Bupcets 


Five-Year Average Two-Year Average 

1925-26 1931-82 1935-86 
to to an 

1929-30 1934-85 1936-387 
Totaltax revenne,g.056. 2064. hee ee 4.7 5.8 sks 
shotal rewetiyes occ ca iad see tuane a A: 12.0 13.3 14.3 

Expenditures for social services 

(excluding education)....... RSE 2.2 227 CBs 


In the fiscal years 1936 and 1937 tax revenues of Manitoba were increased 
by slightly more than 50 per cent from the levels of the five years immediately 
preceding the depression; in fact, the increase in total revenues was entirely 
due to this increase in taxation. Expenditures for social services increased 
at a less rapid rate. The increase in taxes was devoted largely to the service 
of an increased indebtedness, consisting in part of loans from the Dominion 
for relief purposes. Expenditure for relief is not here included with the social 
services, but even on this basis of computation more than one-third of Mani- 
toba’s tax receipts were devoted to social services, and of Manitoba’s total 
revenues approximately the same proportion was spent for social services as 
in the Dominion as a whole. The burden on Manitoba, however, is substantially 
greater than this comparison would indicate, since the provincial government 
must maintain substantially broader functions than the Dominion government. 


The following tabulation gives the average interest-bearing indebtedness 
of the Dominion government and the province of Manitoba for the three 
periods considered above. (Figures given are in millions of dollars.) 


Five-Year Average Two-Year Average 
1925-26 1931-82. 1935-36 
to to and 
1929-380 1934-35 1936-87 
Dominion indebtedness’. )). 2)....98. 0.0... 2,500 2,862 3,350 
Mianit ob awe eercsoe bcuseae ue 75 100 112 


During this period the Dominion indebtedness has been increased by 
slightly less than 50 per cent and the indebtedness of Manitoba by slightly 
more than 50 per cent. But measured in terms of annual debt service require- 
ments, as we have pointed out, the interest on Dominion debt has increased 
by less than 15 per cent, while the interest on debt for Manitoba has increased 
by almost 50 per cent. Thus is revealed the fact that the Dominion has, to 
some extent, although quite slowly, to be sure, secured the advantage of lower 
interest rates. 


If we turn to relief expenditures for the three periods under consideration, 
we find that Manitoba’s payments average almost 8 per cent of the total 
Canadian payments, despite the fact that it has only 6.75 per cent of the 
total population of the Dominion and less than 5 per cent of the total national 
income. Moreover, in the last two years for which annual average data are 
given, Manitoba’s part in relief expenditures was considerably more than that 
of the Dominion. Of the total relief expenditures of Manitoba up to March 
31, 1937, the Dominion share was 20 million dollars and that of Manitoba 


almost 24 million dollars. 
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DoMINION AND PROVINCIAL BuDGETS 


Sources oF DoMINION REVENUES 


Tax revenues of the Dominion government are derived chiefly from sales 
taxes, Income taxes, customs duties, and excise revenues, in the order given. 
Other tax revenues are of only nominal amounts. Revenues from non-tax 
sources are fairly substantial, but almost one-half of the total is represented 
by the receipts from the post office alone. Table 2 provides a condensed 
summary of the various sources of revenue of the Dominion government for 
selected years since 1926. 


TaBLE 2.—Sourcss or Tota REecerets oF tHE Dominion GOVERNMENT 
IN SELECTED YEARS 


(In millions of dollars) 


Receipts 1925-26 1929-30 1933-34 1937-38 
Salesttaxest sry one See ee ia Ae 98 63 106 173 
Customsrduties). . Gipmae. «tier 4. $5 xe 127 179 66 90 
Ex cisesxdutlesina cies wcrc tes olen oe 43 65 45 48 
Totaly eegs - Tyee ont ites 2 268 307 Q17 311 
Income taxes erg eis She ie wets < 59 71 63 115 
Mota taxeSata cies see hae dee 327 378 280 426 
Othernmreventlesa 7) woe eee ie 56 68 45 59 
Potalireceiptste pee sae eee 383 446 325 485 


In the twelve years covered by this table, income from sales taxes has 
increased by 75 million dollars and, as it happens, by 75 per cent. Income 
taxes have increased from 59 to 115 million dollars, but practically all of this 
increase is in the estimated revenues for the present fiscal year ending March 
31, 1938. This increase is, of course, due largely to the increase in income as 
a result of economic recovery. Customs duties, owing to the increased degree 
of protection, have declined very substantially, while excise revenues have 
remained fairly constant. In commenting on the Dominion tax structure, 
Professor Shirras said in 1936: “In the future there seems room for more and 
better income and corporation taxation and for greater revenue from public 
utilities.’ ? 

Table 3 gives the percentage distribution of the total revenues of the 
Dominion government. It will be observed that the proportion of revenues 
derived from income taxes has increased by about one-half from 1926 to the 
present fiscal year. This increase, however, has failed to offset fully the decrease 
in the proportion of revenues derived from customs taxation. These data 


reveal the continued emphasis placed upon sales taxes, the proportion of 
revenues derived from sales taxes having increased from about 26 to 36 


per cent. 


The reorganization of Dominion-provincial financial relationships which 
we propose may require an increased amount of total Dominion revenues, 
which should be secured by creating new sources of revenue that will not 


3. G. Findlay Shirras, The Science of Public Finance (8rd ed., Macmillan, London, 1936), Vol. I, p. 265. 
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DOMINION AND PROVINCIAL BUDGETS 


bear too heavily upon the lower income sections, as they already bear a large 
share of the total Dominion tax burden. 


TABLE 3.—PERCENTAGE DISTRIBUTION OF SOURCES OF 
REVENUE oF DoMINION GOVERNMENT 


Receipts 1925-26 1929-30 1933-34 1937-38 
otalirevenuesiwee.« oes eo eumies 100.00 100.00 100.00 100.00 
Incomestaxes suo A era eeis condones 15.4 15.9 19.4 eae 7 
Salesstaxes wetCin ay mea epee 70.0 68.9 66.8 64.1 
Giistoms sei ue ss see is ee eee 33)..2 40.1 20.3 18.5 
SUR EE SC iets ite ees ORO ee TEE 25.6 14.1 32.6 35.7 
EX CISC HAN. esa cee ORD. SAHRA 11.2 LAT 13.9 9.9 
Otherrevenulesassse See eee 14.6 15.2 13.8 12.2 


Table 4 compares the budget deficit of the Dominion with total tax 
receipts, and gives the tax sources which have been utilized steadily to improve 
the deficit position since 1931. Considered as a percentage of receipts, the 
budget deficit was largest in the fiscal year 1933, when it reached 70.8 per 
cent of the total receipts of the Dominion government. The deficit for the 
present fiscal year (ending March 31, 1938) has been estimated by the Minister 
of Finance at 35 million dollars, or 7 per cent of the total receipts. This deficit, 
expressed as a proportion of total receipts, is one-tenth of the 1933 deficit. 
The last three columns of Table 4 reveal which tax revenues have made 
possible this steady diminution of the deficit. It will be observed that in every 
year since 1936 the increase in sales tax receipts has provided a greater pro- 
portion of total budget receipts than the increase in income tax, and this 
despite the marked increase in incomes resulting from economic recovery. 


TaBLE 4.—DEcCREASES IN Dominion Bupcet Dericit anp Tax Rucuipr 
Increases Accounting rok Major SHare THEREOF 


Percentage of Budget Receipts 
Provided by Increase in: 


Deficit in Total — 


Year Budget as Percentage Sales Income Customs 
of Total Receipts Tax Tax Duties 
TOS OS errr tee eerie Zone 
OST H SG Oe rerce nn arene tats Sone 5.6 —2.2 —- 6.0 
MOS OS Brn SA cxcwcles ees A adie 70.8 fea 03 -10.9 
NOS 3=S 4 emir © sts ses 41.2 7.4 —0.3 - 1.2 
POSASS a Nos crarece 34.0 Ley ya 3.0 
1OS5=36) eee TA es P See rs) 4.3 - 0.8 
OSG6—3 lew ee ee 19.5 9.1 4,2 1.8 
L9OS7—SS eee te AQ" 3.9 2e5 1.6 
pide Ae ie en se eee See 2 Se ee ee 
*Estimated. 


COMPARISON OF THE PosITION OF CANADA WITH THAT 
or AUSTRALIA AND New ZEALAND 


Table 5 provides a condensed picture of the sources of revenues for 
Canada, Australia, and New Zealand; these are expressed as annual averages 
for the five-year periods used in preceding tables. In a general way the sources 
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Dominion AND Provincrat Bupgets 


of revenue are quite alike. It will be observed, however, that the sales tax 
has been utilized in Canada in good times as well as bad, but that in Australia 
and New Zealand the sales tax has been a substantial source of revenue in 
depression periods only. From 1925-26 to 1934-35 the revenues of the Dominion 
government declined by about 85 million dollars, whereas revenues increased 
in both Australia and New Zealand. In fact, in Australia and New Zealand a 
substantially balanced budget was maintained. In Canada very substantial 
deficits were incurred. 


We are inclined to attribute these budgetary conditions to the fact that 
more appropriate monetary policies were followed in Australia and New 
Zealand than in Canada. We have commented on this point at considerable 
length in another section of this submission.4 We mention it again because 
of this fact: difficult as it would have been to suggest sources of increased 
taxation for Canada during the depression years of 1930 to 1935, difficulties 
just as great were met in Australia and New Zealand. 


Tasie 5.—Comparison or Bupcet REVENUES FOR CANADA, 
AUSTRALIA, AND New ZEALAND 


(Expressed in annual averages for five-year periods. Figures are in millions of dollars.) 


Canada Australia New Zealand 
Receipts 1925-26 1930-31 1925-26 1930-31 1925-26 1930-31 
to to to to to to 
1929-30 1934-35 1929-30 1934-35 1929-30 1934-35 
Sales taxes Gini okweeem . 880 79 2 48 ) 10* 
Tnecomesitaxesie. ai. 005... - 08 64 53 51 17 38t 
Customs| duties. 225.05 5 158 90 149 116 43 Pag 
INXCIsendutiess maya eo. 56 47 58 59 3 11 
Estatervdtiticssmria arn: 9 7h 9 8 
Miscellaneous............ Q Q 14 8 11) 5 
ian d stax caer e ee ets 6 3 
otalataxessmae i ee 362 282 285 289 89 102 
Other revenues........... 62 56 87 90 20 16 
Motal reventles4ee oases 424 338 372 379 109 118 
Total expenditures ..... 376 A7Q 382 369 114 121 
Budget surplus..5- ... o- 48 10 5 
Budget deficit......... 134 10 3 
*Two-year average. {Includes employment promotion taxation. 


Table 6 compares important items of expenditure for Canada and 
Australia. In these data, which are not wholly comparable in some items, we 
find substantially greater expenditures for old-age pensions in Australia than 
in Canada. In the last five years Australia’s average annual expenditure for 
this purpose was more than five times that of Canada. Even under the present 
Canadian arrangement, whereby the Dominion bears 75 per cent of the cost 
rather than the former 50 per cent, Australia’s expenditures were three times 
larger. Subsidies to provinces in Canada are only about one-quarter of the 


4. See Part III, The Effects of Federal Monetary Policy on Western Canadian Economy. 
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DoMINION AND PROVINCIAL BUDGETS 


subsidies Australia grants to her states. The data in Table 6 also reveal 
that the balance would have been substantially in favour of Australia even if 
interest on war debts had been paid. The postponement of payment for two 


years as generally agreed to by Great Britain has more recently been continued 
as a result of the Hoover moratorium. 


On the whole, Table 6 reveals that the budgets of Canada and Australia 
are highly comparable, with the exception of greater subsidies and old-age 
benefits in Australia. It may also be noted that the two budgets are of about 
the same total amount despite the substantially smaller population of 
Australia, and despite its smaller total national income. 


TABLE 6.—CoMPARISON OF AVERAGE ANNUAL BupGret EXPENDITURES FOR CANADA AND AUSTRALIA 
DURING PRE-DEPRESSION AND DEPRESSION YEARS 


(Expressed in annual averages for five-year periods. Figures are in millions of dollars.) 


Canada Australia 
1925-26 1930-31 1925-26 1930-31 
Expenditures to to to to 
1929-30 1934-35 1929-30 1934-35 
Interest on unpaid war debts.................. (35) 
Interestron. deb tamer ea cia ees Scoops: 127 131 96 64 
Subsidtesttomprovincesmr acre an oe ai eaters 13 16 49* 66 
Oldzagetpensions rer tanneries 2 vers eins cise 11 48 58 
Defense and penslons was teesia ds eo sds serene 63 72 
Rubliciworks#eae. ss era cee se wind ots a etree 16 15 189 69 
All other ordinary expenses.................5-- 118 121 
Totaliondinarygexpensesnei tas sets: ahve tenn 337 366 382 S57 
Toans charged ott, €6C. tay wie sire s,s) cieie sian stoke trex 18 55 
Capital expenditures and public works........ ye Hl 15 
Reliefvandsihonuses ssi. cite net h ine ar 36 12 


*Two-year average only. 
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SECTION C. REALLOCATION OF GOVERNMENTAL SERVICES 
AND THE RESULTING BUDGETARY POSITION 


The purpose of this section is to consider in detail proposed readjustments 
to provide a sound basis for the future budgetary position of the province of 
Manitoba. These proposed readjustments “give effect’’ (1) to readjustments 
in debt which have been considered in another section of this report but 
the effects of which are analyzed in this section; (2) to the cancellation of 
relief debt, the effects of which are also considered below; and (3) to readjust- 
ments in functions and revenues which are considered in detail in this section. 
This readjustment of governmental functions and revenues proposes that 
certain governmental responsibilities for social services be transferred from the 
province to the Dominion. In order to maintain these increased responsibilities, 
the plan also transfers certain revenue sources to the Dominion and suggests 
other sources of increased revenue. Finally, this report considers important 
and needed relief for municipalities. (See Appendix A for a list of certain 
benefits and advantages to municipalities.) 


The suggested redistribution of functions is given financial measurement 
in the revision of Manitoba’s budget for 1937 presented in Table 1. The 
amounts by which the Dominion budget will be affected by this reallocation 
of functions are available in Table 2. The latter table gives the effects of the 
changes in terms of the “proposed budget”’ for Manitoba. The extended detail 
of Table 2 covers the entire series of adjustments that result from our pro- 
posals. Its complexity grows out of that fact. 


Tur GENERAL NATURE OF PROPOSALS FOR REALLOCATION OF FUNCTIONS 


A variety of methods for readjusting the financial relationships between 
provinces and Dominion have been proposed from many quarters. Untor- 
tunately, just how these proposals are to be put into actual practice has not 
been suggested beyond such vague statements as that “certain social services 
should be carried by the Dominion.” The general proposals made in this 
section embrace the transfer of all or part of the burden of certain social 
services to the Dominion government. 


The plan here proposed has been designed to reduce the excessive amount 
of revenues now required by the province of Manitoba. The reduction in 
revenues required by the provincial government, however, will be substantially 
less than the amount proposed for transfer to the Dominion and the amount 
of savings resulting from refunding of debt. This results from the increase 1n 
certain expenditures made to afford a substantial measure of tax relief to the 


municipalities. 
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REALLOCATION OF GOVERNMENTAL SERVICES 


In so far as provincial expenses would be reduced by the transfer of 
social services to the Dominion, the province would be able to make certain 
increased outlays for services for which it is, and will continue to be, respon- 
sible, but which it has been wholly unable to maintain at a satisfactory level 
while carrying the heavy burdens, some of which are here proposed for transfer 
to the Dominion. Finally, a greater rate of allowance should be made for 
sinking funds than has prevailed in the past, although the total absolute 
amount would not be greatly increased because of the reduced amount of 
indebtedness which the province would have upon consummation of the 
proposed readjustments. 


The transfer to the Dominion of a part of provincial indebtedness relieves 
the federal government of its present annual unconditional subsidy payments. 
The assumption of the cost of social services which we consider below would 
be controlled and limited in amount by the general terms governing the grant 
of social service allowances either to provinces, to municipalities, or to 
individual persons. In this way the objection of lack of responsibility connected 
with unconditional subsidies is overcome. At present, the Dominion, although 
responsible for raising revenues, has no coutrol over their expenditure when 
transferred as subsidies to the provinces. 


In his discussion of conditional subsidies Maxwell has put the matter 
this way: “The aim would be to give the Federal government the power to 
enlarge the scope of its legislation for social and public welfare purposes” 
(p. 243). Maxwell, however, raises the objection that an extension of powers 
of the central government will increase centralization. For this reason he urges 
great care in the consideration of burdens to be assumed by the Federal govern- 
ment. But despite this objection to centralization, he concludes that adjustment 
of the burdens of provinces is desirable, since they have responsibilities for 
functions far beyond their ability to finance these functions. Maxwell further 
emphasizes “the national significance’ of some of the burdens that might be 
transferred to the Dominion government. As a further reason, we would add 
the pronounced “economic regionalism” that prevails in Canada. Provincial 
fiscal burdens are inflexible; income sources are subject to wide fluctuation. 
It is for this reason that the economic situation suggests greater centralization. 


Maxwell proposes two methods “‘to alleviate the fiscal need of the poorer 
provinces” (p. 251). 

1. “The federal grant might be varied from province to province accord- 
ing to some general index of fiscal need,”’ or 

2. “The grant might be dependent upon the need for a particular service.” 
(Maxwell’s italics.) 


As regards the first suggestion of Maxwell, it would be necessary to reach 
general agreement on the “index of need” to be employed. Briefly, “need’ 
implies financial burdens that are out of proportion to available or perhaps 


taxable sources. Since financial burdens are, of course, maintained wholly out 
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REALLOCATION OF GOVERNMENTAL SERVICES 


of income, we would urge the use of income data in the determination of needs 
that cannot be locally taken care of by the imposition of a “‘normal”’ level of 
taxation. (See Part V, The Effects of Declining Income, in which we have 
proposed the use of income data for the various provinces as a basis for measur- 
ing their respective abilities to pay taxes, and have given some reasons for 
preferring the use of income as an index of need for fiscal relief.) But unless 
there is general agreement as to the index of need to be employed, the very 
objection that Maxwell has raised to the payment of “unconditional subsidies”’ 
will reappear in the dispute sure to develop over the measure of fiscal need; 
for there is little difference between a dispute over the amount of subsidy 
needed and over an index to be used for the determination of need. 


It is for this reason that we prefer the second proposal of Maxwell. 
Assuming that normal taxation is being imposed, the need of a province is for 
some particular service—it is never a generalized or inchoate need. Our 
proposals attempt to give objective expression to the needs of Manitoba. We 
would point out, however, that if intelligible conclusions are to be reached, 
general terms of policy or reorganization must be given specific and objective 
expression. 


We would further add that if the financing of the cost or the partial cost 
of a specific service is transferred to the Dominion, the Dominion may assure 
itself of a degree of control proportionate to the burden it assumes by specifying 
the terms under which funds may be distributed. Control by the Dominion 
will be far more precise under this plan, despite the difficulty of developing 
these details, than over a total amount of “aid,” subject only to the control 
of an index of need. 


Because of the above considerations we urge that the Dominion govern- 
ment assume the burden of certain social services rather than grant subsidies 
based upon a general index of need. The reallocation of functions which we 
propose may be broadly divided into two classes: first, proposals covering 
debt cancellation and refunding; second, proposed transfer to the Dominion 
of the entire cost of relief and old-age pensions and of the partial costs of other 
social services. In addition, we suggest a contributory plan with respect to 
highways. Students of Canadian governmental economics have been widely 
agreed that the social services are a group of functions thoroughly appropriate 
for transfer to the Dominion government. 


Bupcet or Manitospa: REVENUES AND EXPENDITURES FOR THE 
FiscaL YEAR EnpinG ApRIL 30, 1937 


Table 1 summarizes revenues and expenditures of Manitoba for the fiscal 
year ended April 30, 1937; it is based upon the report for the fiscal year given 
in Appendix C. This table has been prepared so as to reflect credits or revenues 
that mav be allocated to certain expenditures or vice versa. The purpose of 
these “offsets” is merely to aid in measuring net expenditure connected with 
certain activities (e. g., the maintenance of institutions for mental defectives), 
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REALLOCATION OF GOVERNMENTAL SERVICES 


TasuE 1.—SumMary or Tax REVENUES AND OrHEeR REVENUES AND 
EXPENDITURES FOR Manitopa, YEAR Enpgep Apri 30, 1937 


(This table is based on data in Appendix C, derived from Treasury 
Department statistics for the year ended April 30, 1937.) 


Amount of Amount of 
Revenues Revenues Expenditures Expenditures 
Tax REVENUES: 
PMCCeRSION OU Cs a. wei se <5 $ 463,963 
Corporation TAKES ea eine teers 1,221,049 
PROLLWAY IAS he ros wi sarge at aad te ae bels 605,411 
Income tax on persons............. 912,118 
Special 2 per cent income tax....... 1,825,389 
Gasoline Cake yee see 2,015,130 
Automobile licenses................ 1,025,919 
Amusement tax...............+..- 159,233 P 
Old-age pensions levy.............. 344,211 Old-age pensions: 
Pensions’. ..5 0/02 nee eh oe oe mee so $ 659,631 
Administrations ee 2s os -ue ns = 23,733 
Otherlevies=ee ere cke reeds: 23,901 
Total revenues from taxes........% 8,596,324 
Non-Tax REVENUES: 
Dominion subsidyeiesee eee ee % 1,703,023 
Interest on school lands fund....... 267,272 
Liquor Commission...............- 1,230,000 
Interest received: Debtiexpenditures.. qe. 6 ee oe $ 6,459,485 
Telephones. ..........-+..-++-.+- 940,206 Interestix.cs, soe $5,693,063 
Judicial districts Purn 6 a Oo $ 75,538 Amortization of debt 
Drainage districts. ..... 78,430 discduatit ie eerie <8 ook 143,367 
Power Commission. .... 281,317 Sinking fund payment .. 378,918 
Interest from municipal Interest on trust funds.. 113,145 
loans, pool elevators, Other charges*......... 130,992 
housing scheme, and meee 
other investments. ... 509,360 944,645 
Credits: ; 
From maintenance of four insti- ; 
: ar ie 8 Publicthealth ce avo ce eee etek es 2,180,978 
tutions for mental defectives 188,482 Chg ete elne) Od RST abl 
Hospitalization......... 532,968 
Public health. .......-. 208,686 
Mental institutions.... 857,873 
From educational institutions (nor- : 
eae 117,371 Education. ........-++.0+sseeeeer ees 1,837,027 
mal and general school fees) Educational grants..... 1,384,430 
Other educational 
expenses. 5.20 ..2.4.- 345,889 
Agricultural grants ..... 106,708 
Mines and Natural Resources...... 602,370 Mines and Natural Resources.......-. 507,625 
All other permits, fees, credits, etc. 
(fines, court fees, Land Titles Office 
TVS AS CON UAR) ee a6 AROS OD EG Cat 625,483 
Maintenance of highwayst........---- 484,607 
Government administration and func- 
tions (not segregated) {.......-+-+-- 2,050,377 
Aids to municipalities: Special aid for 
roads, bridges, drainage, etc.......- 139,316 
Chatge-offs ooo. cso ate ole e tn cnr ne os rs 642,014 
Motal Tevenules), 4 occ oer $15,215,176 Total expenditures.........-+- $14,934,793 


Ae Ne ee 
See following page for notes. 
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REALLOCATION OF GOVERNMENTAL SERVICES 


Nores to TaBue 1 
*Payments of indirect debt and other charges. 


{Total expenses for highway purposes in the fiscal year included: 


PEALE ME DCE SR 0008s sais siren Peete 7 Metz. SR pe kU, RL re $ 484,607 
TAS MUTCD ALIME Sic. Seas MUA 5 hos ee A EN Pune ual - iy 139,316 
poteres pon highway debtss,.6) a... sdiwt mail. < Jase: EN Pius ue de 896,940 
OE SCAT oa eee Sma” Rare ee Ce eee rR RT eae 68,574 

ORG eee Ae PAR 1 Scare aor tins cis ass hack ee ea ee $1,589,437 


tA residual item, inasmuch as certain costs of a governmental character have been separately classified in 
the expense accounts. The items included under this heading are: 


Account Amount Explanatory Notes 
De pislation ens eae dev ta ris lise eek $ 173,926 
Executive Council... .............% 159,154 Includes cost of elections................ $132,883 
IPReASUPY Ay or iA Ie meihcatedee reac 125,818 Includes provision for annuities.......... 82,686 
Provincial Secretary. ........-..:. 22,404 
At bone y= General eee ee see ene 673,978 Includes costs for administration of justice 393,371 
Municipal Commissioner.......... 179,524 
ie Donctre eye ant or rears kn nok Fo 80,418 Includes cost of employment service of 

Canadastant nee eee et ae ae 21,014 
A priculture ters. tet v pec ee Ae 98,760 Excludes $106,708, costs of livestock pro- 


motion, extension service, etc., listed 
above under agricultural grants. 


Healt hietea coer eee ee ery | 115,790 

PuplictWorkse@ee sce) ees chek 5 420,605 Excludes $484,607 for maintenance of high- 
ways, $139,316 for aids to municipalities; 
$187,839 maintenance of mental institu- 
tions. The latter amount is included in the 
cost of mental institutions; the former 
amounts are listed separately above. 

ANOLE soo RR RA ek Bc Slot rn a $2,050,377 ORG STAINS, PAAR Rees AOE # gegey $629,954 


or to facilitate in measuring the effect upon the provincial budget of the 
transfer of certain social services to the Dominion. An example of the latter 
measurement is found in revenues and expenditures of the province for old-age 
pensions. The revenues of $344,211 received in this account represent the tax 
levied by municipalities (including a very small amount of arrears) to provide 
their 50 per cent share of the $659,631 expenditure of the province for old-age 
pensions. The share of Manitoba as a unit is 25 per cent of the total expendi- 
ture within the province for this purpose; the remaining 75 per cent is borne 
by the Dominion. We have considered this account in detail because our 
proposal for the transfer of the full cost of old-age pensions to the Dominion 
affects not only the “adjusted budget” of the province,' but also the tax 
burden of the municipalities. In Appendix A we have listed the advantages 
and financial gains or benefits that would accrue to the municipalities as the 
result of the adjustments which we propose in Dominion-provincial relationships. 


1. See Table 2 for the budget after giving effect to this and all other adjustments which we propose. 
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REALLOCATION OF GOVERNMENTAL SERVICES 


From the budget data contained in Table 1 it will also be observed that 
offsetting the total debt expenditures of $6,459,485 there are “interest” 
revenues from provincial telephones, $940,206, and from other accounts 
amounting to $944,645. We point out that these total debt charges and 
interest credits are appropriately adjusted in the proposed budget. The 
adjustments involve giving effect (1) to the cancellation of that portion of 
present debt incurred for relief purposes; (2) to the assumption by the 
Dominion of provincial indebtedness in return for cancellation of the subsidy 
it now pays to the province; and (3) to the refunding of the balance of the 
province’s debt. We may at this point indicate that as the burden of interest 
the province pays is reduced the interest received is also reduced. 


An additional offset is indicated in total expenditure on all forms of 
public health activity, against which there is a credit of $188,482 for the 
earnings of institutions for mental defectives. Against education expenditures 
there are offset credits made up of fees from educational institutions. It will 
also be observed that fees, permits, etc., for utilization of mines and natural 
resources provided revenues of $602,370, which considerably exceeded the 
cost of administration of mines and natural resources ($507,625). 


BupGet or MANITOBA AFTER GIvinGc Errrect to TRANSFER OF 
CERTAIN EXPENDITURES AND REVENUES TO THE DomMINION 


The first column of Table 2 contains a condensed restatement of the 
revenues and expenditures of Manitoba for the fiscal year ending April 30, 
1937, which were given in Table 1. In Table 2 we have made all adjustments 
involved in the transfer of the cost of certain services to the Dominion and 
in the allocation to the Dominion government of revenue sources. Upon 
making these adjustments we derive a “giving effect’? budget statement for 
Manitoba. This budget statement (which is in balance at $10,745,209) is 
affected, as we have pointed out: (1) by transfer of expenditures and revenues; 
(2) by transfer of certain indebtedness to the Dominion in return for the 
cancellation of subsidy payments; and (3) by the cancellation of debt incurred 
for relief purposes which has been borrowed from the Dominion treasury. 
Finally, the statement gives effect to refunding the remaining indebtedness 
of Manitoba at an interest rate of three and one-quarter per cent. We now 
turn to a consideration of these adjustments in more detail. 


Revenues transferred to the Dominion—The plan proposes to abandon in 
favour of the Dominion the field of succession duties, partially to maintain the 
social services proposed for transfer to it. As indicated in Table 2, this results 
in a loss of revenue to Manitoba of $463,963; it will, of course, result in 
increased revenues for the Dominion of a similar or greater amount, depending 
on whether present rates are maintained or increased by the Dominion 
government. Transfer of this source is recommended both to establish uni- 
formity and to secure increased collections made possible by wider jurisdiction, 
and perhaps by higher rates. ; 
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Tasie 2.—STATeEMENT SHOWING THE Errects or RrALLOCATION or FUNCTIONS 
AND CONVERSION OF PuBLic Drsr 
(Giving effect (1) to transfer to Dominion government of the cost of relief and the cost, or in some instances one-half 


the cost, of certain social services; 


2) to provincial revenues transferred or remitted to the Dominion government; 


(3) to the cancellation by the Dominion of Manitoba's debt incurred for relief; (4) to the assumption by the Dominion 


of a part of Manitoba's oustanding debt in return for cancellation of subsidy; 
part of Manitoba's debt; (6) to the restoration of certain costs for the enlargement of expenditures 


5) to the ACT of the remaining 
‘or certain services 


provided wholly by the province; and OD to the reduction of the present level of taxation in Manitoba to be effected 


by holding an amount of tax receipts 


In suspense.””) 


Adjustment of Revenues 


Revenue Eliminations 


Resulting from Debt Revenue Items 


Benefits, Direct and 


Municipalities and 


Account Amount for Fiscal Year To Be Transferred To Be Held Amount aft Cancellati 
Ended April 80, 1937 Cancelled to Dominion “in Suspense’’ AGGinearen es ates ae or eRe 
Tax Revenves: 
Income tax on persons 8 912,118 $ 912,118 
Succession duties 463,963 3 463,068 8 463,968 
Corporation taxes 1,221,049 1,221,049 ‘ 
Railway tax 605,411 605,411 
Special 2 per cent income tax 1,825,389 1,825,389 
Gasoline tax 2,016,130 2,015,130 
Automobile licenses 1,025,919 1,025,919 
Amusement tax. 159,233 159,233 
Old-age pensions levy 344,211 $344,211 3844,211 
All other levies 23,901 23,901 23,901 
Total tax revenues, 1937 8 8,596,324 7,764,249 
Less amount reserved for tax reduction 
or expanding services $1,350,960° 1,350,969 
Proposed tax revenues 6,413,280 
Non-Tax Revenves: 
Dominion subsidy 8 1,703,023 1,708,028 
Interest on school ands fund 267,272 20,585 237,687 CE) 1108 088 
188,482 94,241 94,241 
117,371 117,371 94,241 
Mines and Resource 602,370 602,370 
iis fees, etc. 625,483 625,483 
pigucs Commission . 1,230,000 1,280,000 
Telephones: Interest 940,206 771,304 168,902 
Interest from self-sustaining enterprises , 
and municipalities 944,645 653,473 291,172" 182,535" 
Tora RevENves $15,215,176 $368,112 $2,290,812 81,850,909 310,745,209 $2,163,097 $2,290,812 
Adjustment of Expenditures 
reahb eel — expences Eliminations 
f PPS aie F ulting from Debt Expenditure Ite 
Account Year Ended To Be Dominion Aid for Additional Allow- Amount after Cancellation and "Transferred is 
April $0, 1987 Cancelled Social Services ances by Province Adjustment Refunding Dominion Budget 
Dest CuarcEs: 
Interest... % 5,693,068 4 $1,703,023 
teres! 8 1,600,244¢ eaneas $1,703,023 
Amortization of debt discount... - 143,867 143,367 
Provision for sinking fund out of 
revenue... S 2 378,918 8 195,342 574, 2602 
Interest on trust funds. 113,145 113,146 
Payments of indirect debt and other 
Cherges te Ae ace eens 130,992 180,992 
EXPENDITURES FOR: 
Maintenance of highways 484,607 3 650,000¢ 165,393 650,000¢ 650,000 815,393 
Old-age pensions... ..._.. = 659,631 659,631 659,631 659,631 
AERA of cldisea pensions. BS 23,733 23,783 
Child welfare . 581,451 265,725 265,725 265,726 265,725 
Public health . 208,686/ 208,686 208,686 208,686 
Hospitalization 532,968? 266,484 266,484 266,484 266,484 
Mental institutions. 857,873" 428,936 428,936 428,937 428,936 
Educational grants. _- - 1,384,430 1,000,000 2,384,430 1,000,000 
Technical education... . 50,000 50,000 60,000. 50,000. 
Other educational expenses ‘(except 
grants) 345,889 $45,889 
Agricultural grants 106,708 200,000 306,708 
Tourist and industrial Promotion 25,000 25,000 
Mines and Resources . 507,625 122,973) 630,598 
Government administration é 2,050,377 300,000" 2,350,377 
Aids to municipalities: roads and 
bridges........... so 139,316 ) ) 
Municipal market roads 260,684¢) 400,000) 260,684 
Charge-offs...........- 642,014 642,014¢ 
Toray EXPENDITURES. . . - $14,934,793 $2,262,790. $2,529,462 $2,319,392 $10,745,209 34,246,186 34,232,485 
Torat Benerits, Direct AND INDIRECT, TO MuNIcIPALITIES AND UNORGANIZED TERRITORY IN MANITOBA .. 4 


$2,626,724" 


@ Reserved for tax reduction or expanding services. 


Notes to Taste 2 


©50 per cent contribution by Dominion for federal maintenance and construction of national trunk 


® The following tabulation provides information on (1) benefits to municipalities, based on an interest 
rate of 334 per cent, and (2) total revenue eliminations resulting both from debt cancellation and from 
passing on benefits from reduction in interest rates: 


Benefits to municipalities: Interest 


Cancellation of relief loans. . - 


Other municipal loans, Ioana to school districts, and i other 


items in which municipalities are affected... - 


Revenue eliminations: Interest 


Manitoba Power Gomi 

Bank interest . 

Investments to 
Elevators 
Amortization of debt. 


Other investments......... 


30,427.00 
5,405.00 


«Derived as follows from figures as of April 30, 1937: 


Gross debt as of April 30, 1937. .- 


Deduct the total of these securities (Manitoba's) held in sinking fund 


accounts at April $0, 1937...... 


Leaving a net debt of......... 


Deduct relief debt at April 30, 1937. 


Deduct equivalent of Dominion subsidy, capitalized at 3% per cent. 


Leaving final debt of.......... 


Upon which the interest at $14 per cent per annum would be 


beoweonasood 8 


$131,975 66 
50,559 35 $182,535 01 


ae 74,685.11 
15,000, 00 
14,832.00 


108,637. 


4,120.00 1 


$201,172.12 


. $128,153,638. 67 
7,564,539. 97 


$120,589,098.60 
19, 257,819.00 


$101,331,279.60 
52,400,694.76 


8 48,930,584.84 
1,600,244. 00 


4 Adjustment of debt for sinking fund purposes. All of the final debt of $48,930,084. 84 might be charged 
against self-sustaining enterprises as follows: 


Housing scheme, farm loans, pool elevators, 


drainage, ete. 
Telephones... . - 
Power Commission. 


Highway debt.................. 


RAY Sp ones den sOsarcnsck Sscnadecnsacassssad $48,930,000 


Source of revenue for 
service of debts 


.$ 8,997,000 Interest 
19,282,000 ‘Telephone: Interest 
. 5,221,000 Interest from Com- 


ion 


missi 
. 165,480,000 Allocation of neces- 


sary proportion of 
gasoline tax rey- 
enues 


ae amount of the debt charged to highways required to be serviced from gasoline tax is $15,430,584.84. 


Sinking fund is calculated to produce $15,430,584.84 in twenty years at 3 per cent, viz., $574,260.00. 


Baya This amount “ matches” 
ities for ronds, bridges, and market roads increased to $400,000. 


/ Detail of public health expenditures: 
Destitution in unorganized territory. 
Disease prevention: public health nurses 
Provincial laboratory — 
Health units. . 
Health officers in unorganized territories 


Total expenditures 


© Detail of hospitalization expenditures: 


Statutory aid to hospitals 
Hospital aid to persons in unorganized territory... 


Maintenance of aged and incurable persons in and outside institutions. . 


Total expenditures 


* Detail of mental institution expenditures: 
Health and 


Public Welfare 
Administration and 
Subsistence 


the total expenditures by the province; grants in aid to munici- 


-$ 55,174.23 
- 114,535.45 
16,157.66 
16,495.01 
6,323.51 


- $208,685.85 


- $389,150.20 
93,505.23 
50,312.16 


$532,907.59 


Public Works 
Maintenance 


Brandon Hospital . $320,558.23 8 87,499.06 
Selkirk Hospital 180,780.54 67,686.81 
Portage la Prairie Home for Mental DER 113,168.81 32,053.17 
Psychopathic Hospital ; 55,626.04 
Total for institutions $670,033. 62 $187,839_04* 
* Add public works mai 187,839.04 —S= 
Total expenditures $857,872.66 


€ Aids to agriculture, including animal diseases control. 


J Based upon estimates of Department of Mines and Natural Resources, 


* $216,261 for partial restoration of reductions in salaries and $100,000 for superannuation. 


former amount $200,000 is included in this item and $16,261 in the additional allowance for Mines 
and Natural Resources. The total of reductions in civil service salaries (basis of fiscal year ending 


April 30, 1987) was $480,689. 


* Non-recurring. 


™ Exclusive of $64,198 interest sayings at reduced interest rates ‘on indirect debt of province represented 


by securities initially issued by municipalities. 
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REALLOCATION OF GOVERNMENTAL SERVICES 


_ The plan further proposes to hold in reserve for future provincial tax 
revision or as provision for expanding services a part of the present tax 
revenue. The amount of tax revenue so reserved for future tax reduction or 
as provision for expanding services is $1,350,969. While the combined per 
capita debt of the province and the municipalities approximates the average 
for all provinces of Canada, we have shown that the total taxation of the 
province, as a result of the decline in the total incomes of the people of 
Manitoba, is at a rate of 14 per cent of such income, in contrast to an 
average of about 10 per cent for all the provinces. 


The third source of provincial revenue to be eliminated is the present 
municipal levy for old-age pensions. It is not proposed, of course, that this 
specific levy will be continued by the Dominion government. Its elimination 
is made in the process of transferring the full cost of old-age pensions to the 
Dominion government. On the expenditure side of the budget we have trans- 
ferred to the Dominion the full amount of expenditure for old-age pensions, 
but not the expenditure of Manitoba for the administration of old-age pensions 
in the province. As a result of these transfers and eliminations of revenue, 
the tax receipts of Manitoba would be reduced from $8,596,324 to $6,413,280, 
or only to $7,764,249 if the revenues of $1,350,969 held in suspense are used 
to provide for expanding services. 


Cancellation of subsidy and assumption by the Dominion of a part of 
provincial indebtedness—The province of Manitoba, at present, receives an 
unconditional subsidy of $1,703,023 from the Dominion government.? In the 
proposed budget this amount is eliminated from the non-tax revenues of the 
province of Manitoba; it is offset by the Dominion’s assumption of $52,400,695 
of provincial indebtedness (upon which interest at three and one-quarter per 
cent requires an annual interest payment of $1,703,023). 


In determining the principal amount of indebtedness to be assumed by 
the Dominion the subsidy payments are capitalized at three and one-quarter 
per cent. This is probably the rate at which the Dominion would now be able 
to borrow in the private capital markets. In any event, it 1s pointed out that 
in the management of the market rates of interest there is some degree of 
control by the Dominion and by the central bank. 


4 ition to this subsidy, Manitoba received an interest payment of $267,000, representing interest (since, 
in te - is sole etna: reduced by the Dominion treasury to a 4 per cent rate, which xeduiney <5 
yield to $237,000) on a principal amount (held in the form of a one-year debenture of ie aang Came 3 
to $5,919,862.65 due July 1, 1938) allocated by the Dominion for the school lands fund. - refun ng. ee 
we propose, this debt of $5,920,000 might be cancelled in return for the assumption by t e armas ts 
amount of Manitoba’s indebtedness over and above the amount the Dominion Is to assume under ae eat J 
cancellation plan. This further cancellation would assist, if that should prove necessary, ane hgee 
toba (or for the other provinces holding similar “debentures ) a degree of freedom or flexibility 


proposals. 
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REALLOCATION OF GOVERNMENTAL SERVICES 


Cancellation of Manitoba’s relief debt by the Dominion—In preparing the 
proposed budget there is first cancelled from the interest burden the interest 
paid by Manitoba on debt incurred to the Dominion for relief purposes. The 
cost of relief is a national burden to be assumed by the Dominion. As a national 
burden we consider that that part of past relief expenditures of this province 
which the province was unable to finance also should be borne by the Domin- 
ion. The inability of this and other Western provinces to bear the relief burden 
has been demonstrated by their need for Dominion relief financing of the type 
that has prevailed. That a similar relief burden is not felt by other provinces is 
evidenced by their ability in the past and at present to finance relief entirely 
out of their own resources. : 


The amount of debt due to the Dominion for all relief purposes at April 
30, 1937, was $19,257,819. Manitoba had due from municipalities for relief 
advances a sum of $4,399,189. Interest paid to the Dominion on relief debt 
for a year at the present interest rate of 3 per cent would be about $578,000. 
Interest received on the advances to municipalities at the same rate would 
be about $132,000. In our proposed budget for Manitoba we give effect to 
these remissions of relief debt owing to the Dominion by the province. These 
adjustments involve (1) the deduction of relief debt due to the Dominion 
from Manitoba’s debt; (2) the deduction of the debt to be taken over by the 
Dominion in return for cancellation of subsidies before determination of the 
final amount of provincial debt to be refunded. (The interest of $1,590,244 
upon this net amount of debt, which is $48,930,585, is entered in the “‘giving 
effect”? budget.) The adjustments also involve the deduction of $132,000 from 
receipts; this is our estimate of the annual interest which is received from 
municipalities upon relief advances and which would be remitted upon the 
remission by the Dominion of Manitoba’s relief debt. 


Refunding of balance of indebtedness of Manitoba—As a result of the 
assumption by the Dominion of about $52,400,000 of the indebtedness of 
Manitoba, the province should be able to refund the balance of its indebted- 
ness at the lower interest rates now prevailing. Doubtless this refunding could 
be accomplished if the refunding operation, predicated upon the present 
plan of reorganization of Dominion-provincial relations, is recommended by the 
Commission and adopted by the Dominion government, and is explicitly held 
out as a partial consideration to bond-holders for their assent to the refunding 
of non-callable indebtedness. After the assumption by the Dominion of 
$71,650,000 of debt as a result of the transactions described (relief debt of 
$19,250,000 added to $52,400,000) there would remain a total provincial 
indebtedness of about $49,000,000. If the adjustment in Dominion-provincial 
financial relationships is completed in accordance with proposals herein made, 
doubtless this indebtedness could be refunded at an interest rate of about three 
and one-quarter per cent. The resulting interest charge to Manitoba on its 
remaining indebtedness would amount to about $1,590,000. This is the amount 
provided in the proposed budget of Manitoba after giving effect to the 


suggested adjustments. 
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REALLOCATION OF GOVERNMENTAL SERVICES 


Refunding of indirect debt—The foregoing interest savings relate only to a 
refunding of the province’s own direct debt. In addition to its direct debt the 
province has indirect or contingent debt—-securities of municipalities and 
hospitals—which it has guaranteed. Any plan of refunding of provincial 
debt should include the refunding of the indirect debt. In the case of the 
indirect debt, of course, the saving in interest would be a benefit to the 
municipality or hospital concerned, rather than to the provincial budget. 


The amount of indirect debt (April 30, 1937) to be included in a refunding 
plan is $3,963,278.96, upon which the interest at present rates is $220,152.91 
per annum. Interest at three and one-half per cent on the same face amount 
of securities would be $138,714.76 per annum, a saving in interest of $81,438.15 
per annum. In more detail the figures are: 


at f Interest at Interest at Interest Savings 

Securities Issued by: Principal Present Rates 84% at Reduced Rates 
(a) Municipalities .. $2,901,647. 43 $165,755.68 $101,557. 66 $64,198. 02 
(b) Hospitals, etc. .. 1,061,631. 53 54,397. 23 37,157.10 17,240.13 
$3,963,278. 96 $220,152.91 $138,714.76 $81,438.15 


As a result of the transactions we have reviewed, the total direct interest 
burden of Manitoba would be reduced from $5,690,000 to $1,590,000. This 
is offset in part by the loss of a $1,703,000 subsidy from the Dominion. It 1s 
also offset by a reduction in interest received of almost $460,000, which is 
recorded in our “giving effect” budget. In this $460,000 is included reduction 
in interest received from telephones ($168,000) and interest received from 
other self-sustaining enterprises and municipalities ($292,000). A final minor 
adjustment is represented by the elimination of amortization of debt discount 
charges. The charges for sinking fund, however, are increased from $378,918 
to $574,260. The final net saving to the provincial government on debt charges, 
therefore, amounts to about $1,888,000. The net saving on direct interest and 
amortization charges only would be about $2,100,000. 


Social service costs proposed for transfer to the Dominion—In the adjust- 
ments which are effected in Table 2 a total charge for social services of 
$2,529,462 is recommended for assumption by the Dominion treasury. In 
detail, this social service cost of $2,529,462 comprises the following: 


The remaining provincial share of old-age pensions... ...--.+--+++s0+esseeers $ 659,631 
50 per cent of proposed expenditures for: 
igh ways toch Soci ey es eee ota eget, @ eS 650,000 
Publicheal thin ta: ete eo eyes ore. ent as eS iS Se ee peed sons Solera vast ane k= 208,686 
Technical education....... EBs 5 2812 As Oe ee SP Sra rr One a aoe 50,000 
50 per cent of present expenditures for: 
Hospitalization.) 5. gac% 0224) po pee ut ee oa eae e* 266,484 
ME ital THSUIEMEIOINS 6 Le the ares tr ae aie Abt taee trabe gre suet tigre wena ee Ia = 428,936 
Ghildowvelfareac & Vex sk Peri Stee no ee ee ee ee a ae te 265,725 
DAG WA Ms Ae ok CO eae a ee Se eae ae i ae ay $2,529,462 


The $650,000 expenditure for highways represents a matching of the 
proposed provincial expenditure for this purpose; this is exclusive of provincial 
grants for aid to municipalities for municipal market roads. The proposed 
Dominion expenditure would be for federal maintenance of national trunk 
highways. 
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REALLOCATION OF GOVERNMENTAL SERVICES 


Additional expenditures proposed to be undertaken by Manitoba out of its 
budget revenues—In the adjusted budget Manitoba proposes to undertake 
additional expenditures of $2,319,392. In detail these additional expenditures 
comprise the following: 


enereuseum educational pranta.: 609k. Lee eis ie ee $1,000,000 
Pacreade 1 senicnlbiral whante o. jue usc arem ett he Le ee er 200,000 
Pee OMicAledUCatlOu ee ee eee O.. Sig. ere Ghee prac eee et Oe ome re tA ® 50,000 
Tourist traffic and industrial development promotion........................ 25,000 
Increase in aids to municipalities for municipal market roads................. 260,684 
Increase in maintenance of provincial highways............-.000cceeecseeeee 165,393 
dneréase-in’ provision for sinking fund..<> 12), Ack a. She 195,342 
Partial restoration of Civil Service salary reductions......................... 200,000 
DUDELUUNWALOU wai meee te Lecrs cast as See ea. HER aan Gen ae 100,000 
Increase in Department of Mines and Natural Resources..................... 122,973 

PU OUR Meas MET TEPPER SE Ce wna, ean tee cm mae Co ee $2,319,392 


It will be observed that this amount ($2,319,392) is approximately equal to 
the total amount of expenditures proposed for the Dominion, exclusive of 
relief. 


Items transferred to the Dominion budget—In the extended “‘giving effect” 
budget which is being reviewed, revenue credits to the Dominion’s budget 
are provided in the amount of $2,290,812; expenditures transferred total 
$4,232,485. The net amount of expense to the budget of the Dominion treasury, 
therefore, is $1,941,673, exclusive of relief. These amounts include, of course, 
cancellation of the present subsidy in return for the assumption by the 
Dominion of provincial debt in an amount requiring interest payments which, 
at three and one-quarter per cent, will precisely offset the present expenditure 
of the Dominion for subsidy paid to the province. 


That part of the cost of social services transferred to the Dominion 
includes expenditures for broad public health purposes—child welfare, hos- 
pitalization, disease prevention, and care of mental defectives. The expenditure 
budgeted to the Dominion for federal trunk highway purposes is to match an 
expenditure which the province proposes to undertake for maintenance of 
highways. The remaining expenditures budgeted to the Dominion include a 
small grant for technical education and the present provincial share of old-age 


pensions. 


A word may be added with respect to the transfer of a part of the cost of 
social services and of highways. There has been wide agreement among 
students of Canadian federation finance problems that social service costs 
should be borne by the Dominion. Further, such burdens as unemployment 
relief are a distinctly national responsibility, and the proposed budget therefore 
contemplates that they shall rest fully with the Dominion. It was not antici- 
pated at confederation that they should be assumed by the provincial govern- 
ments. Finally, in the case of Australia, our sister dominion is proposing a 
broad program of health insurance, whereas our immediate proposals con- 
template only needed remedial and preventive public health measures. 
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REALLOCATION OF GOVERNMENTAL SERVICES 


_ With respect to the proposed 50 per cent matching expenditure for 
national trunk highways, we point out two facts: first, as a result of severely 
curtailed expenditure, highways have sadly deteriorated; second, the earnings 
of $250,000,000 on tourist account make highways a most important national 
earning asset. 


Benefits to munierpalities—It is self-evident that a province is composed 
of municipalities just as the Dominion is composed of provinces. We have 
endeavoured to exercise as careful regard for our constituent elements as we 
have suggested that the Dominion exercise for the provinces. With this in 
mind, we have listed in the final column of the proposed budget the amount 
of benefits, direct and indirect, to municipalities and unorganized territory 
in Manitoba. These may be summarized and explained as follows: 


Old-age pension levy To be cancelled by the province....... $ 344,211* 
Other levies To be cancelled by the province...... 23,901* 
Interest Remissions and reductions........... 182,535 
Roads Increased expenditures on Dominion 
and provincial highways.............. 815,393 
Increased grants to municipalities and 
unorganized territory for market roads 260,684 
Education Tnereasedj crantsin 5. .te ela a eee 1,000,000 
Motale «e005 $2,626,7247 


*Levies now made on land in municipalities to be cancelled. 
{Exclusive of $64,198 interest savings at reduced interest. rates on indirect debt of 
province represented by securities initially issued by municipalities. 


SUMMARY 


The total direct and indirect benefits to municipalities resulting from our 
proposed reallocation of functions and expenditures are $2,626,724. We point 
out that the additional expenditure to be provided by the province amounts to 
$2,319,392 and that, exclusive of relief obligations, the net amount of added 
expenditure proposed for the Dominion budget is $1,941,673. Thus, the 
benefits, direct and indirect, to municipalities and unorganized territory in 
Manitoba are an amount in excess of the net amount of added expenditure 
proposed for the Dominion budget, exclusive of relief. 


In addition, based upon the adoption of the adjustments as proposed, 
the province could secure a net saving of about $2,100,000 on its present 
heavy burden of interest and amortization charges. This would be obtain- 
able by refinancing at the present low rates of interest. 


In brief, not only can the province assist the municipalities by more 
than the assistance the Dominion is asked to render the province, but 
there would be obtained by the refunding plan, without any additional cost 
to the Dominion, a saving to the province of one and one-quarter dollars for 
each dollar of net additional expenditure by the Dominion, exclusive of relief. 
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APPENDIX A 


BENEFITs TO MunicipaLities, Direct AND INDIRECT, AND UNORGANIZED 
TerRRITORY, RESULTING FROM THE PRoposED REALLOCATION 
oF GOVERNMENTAL SERVICES 


Cancellation of municipal levy for old-age pensions, amounting to $344,211. 
Cancellation of other levies by the province of $23,901. 
Remission and reduction of interest charges amounting to about $183,000. 


An increase in annual expenditures on Dominion and provincial highways from $484,000 
to $1,300,000. 


Increased grants to municipalities for market roads of $260,684. 
Increased education grants by the province of $1,000,000. 


Interest savings at reduced interest rates on indirect debt of the province represented by 
securities initially issued by municipalities, $64,198. 


APPENDIX B 


PossIBLE Source or ADDITIONAL REVENUE FOR THE DOMINION GOVERNMENT TO 
ASSIST IN FINANCING THE Cost oF SocrIAL SERVICES TO BE TRANSFERRED TO IT 


Transfer from province to Dominion of succession duties as a field of taxation. 
Increased rates of succession duties. 


Monopoly taxes. 


Initiation of taxes comparable to Great Britain’s recently enacted National Defence 
Contribution. In England this “prosperity’’ adjunct to the income tax assists in the finan- 
cing of rearmament expenditures. Its equivalent in Canada might be used, fortunately, for 
less anti-social purposes, to finance part of the social services. 


A tax on interest comparable to that of Australia. 
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REALLOCATION OF GOVERNMENTAL SERVICES 


APPENDIX C 


STATEMENT OF RevENUES oF MaAniToBa FoR Fiscat Year ENpep APRIL 30, 1937 


Dominion subsidy. EIN i, ER CRATER ROS a ieee AOR Sty pO RT CAL ARES | nee ry Ares Ck ee eD yee ies $1,703,023 
EUR CDODAT fe li ks eee oun: Stine tog ok Le oct OE Le ge ke 1,576,243 
IQUGR MOOWINTIAMON oS! 5 scot ns ok nee ieiie dees os, $1,230,000 ae 
SOOO SR OWENES MIG 58 6 cielo ie hg Ol Uh poy Sa 346,243 
Perit Hees) Mens ich woe chur oss Mh a ci wit © AM A aR LNG Nai 2. une 8,815 
Education: 
Rie med ies FONE ADALIL ICN ONG.oW tv ah Aa nd OR SR os ck Cela att ee, Ct ae 117,371 
PRERRISIAL YAR ODM Ee SAB ret ict ne Mani Tr Che nines ri oe tg) oh een eee OE oie hohe aire © 11 19,076 
Dee isinGl EE COs eehereGa in ie is ee oe ene Co er eee SU Re Lt ee Seah 1 yal 4,592 
PreviicinlnseOreune Vey e288 CONG Gee Som ere Cees hc Pee ink eset hs AE ete tae PR ls hie 54,972 
PG DGEM ES ULONG: Oly Pee Dare. utes Pie bn: be ia -hct a Wa oy sc Rs rere ee ae 27,604 
PUbite werk smlunurance Act Tees i oe veins otek Henas oexacdet MOO ese ae 89,975 
Treasury: 
LTILORES Ep eee eee eran Eee, RU Oy oy Sie ts nl A CE ee. 2 Ne Le 944,646 
UdclalU districts Mees wae sae re ee ee aie eee $ 75,538 
Dratmareadistricts eevee bce Te ee 78,431 
Capitalke Power Commissions 55.5250: 2. e4one eee 281,317 
General: Municipalities and self-sustaining enterprises... 509,360 
STE CESS TO TIN ELL GOR AE tate eoiege Mets okc a Hose ie onc ea AEE ae A Gr OE GE rf av ete A 463,963 
Interestironurschooldands fund sane ye nese Ae ey see | Pe oe, ee 267,272 
ATIVOtHErsre venues eee acters Piece ir copie JO Sea ie ae ee en: SON CRIM a Nava 835,027 
Municipal Commissioner: 
Income tax on corporations not taxed under Corporations Tax Act.....................00-0- 592,850 
Soldiersptaxanon-reliel levy. oe nike mt tree te See at Ae cg Oe ee A a 17,294 
Corporation jLaxeste eee er has en ree eek eae Mia he TaN Mem, MU. Bare fe tenet Rea 628,199 
aA Seah a a Ae Oe Natt cn eee LE ote eS ea NS DS MORE RRR ONE fy OTT SA) De ones 605,411 
PUDHEPAMUSEMETIESe me okat See eee eee A Sg Coo eet tn cy att RR DOT eI ws eof Be 159,233 
(aco linertaxcctett Oke te ee ey RU Wid nwt Re PURE Smee AS Pan ede Js eee 2,015,130 
AaeOnio DilecliGen Ses me eee ei eet cor eae eee ee TEN one Thoth” Deh Ren. etd: 70, FR! Oeil 1,025,919 
Incamestaxco De persOnsSeameie ch hie ett oo oer Com RT Teh os ee EON cas Ian ot eect antes 912,118 
Special? spercent ANCOME taxes ety et etree hi ce cn aes cers Renee Pine gee ie Ny SO ep ee 1,825,389 
Unoecuniedtlanditaxcncey rea ocere Sere ck ee coh hac) Renee reer ochre ete aS, ns cae ee ees 1,432 
AlRotherere venues sisis ate oP iti er a eee hrs oe cea nee ponent tere eae eS ee en ee eee 6,076 
Interest trom telephonese acne Vere ee ore ee hee a ea eet eee oe Sah nee enn 940,206 
Health and public welfare: 
Levy tor relier in unorganized territorys =). ik 24s sess oR Se eR AR ee A ESSA LOW RD 5,175 , 
Meintenance credit: mentaliimstitutions «ee hs ee eR ee se Eee Se eda 188,482 
All other revenues and PECs Pain at die AME AU RoR hE ay Bly. cE Ee PENN rs co oo Ae eee 833,102 
Old-age pensions lewy.5.50) 245 os ei a ok oie eet es eee Nee Ue Ve AE SS Rae 344,211 
Mines and Natural Resources: Parnas. fees, interest, etc., from lands, mines, forests, fisheries, 
game and furs water Power, Obes. ean oe spielen sts a aoe cits ole ee Orient ace oie ae veal aie 602,370 
Lf Reo) 9 eee eee Re es ce ee ey eet ee aT Ra 5 anne TaN AER Aol hy Av airtel eat aE OR RDI ae Toe $15,215,176 
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REALLOCATION OF GOVERNMENTAL SERVICES 


APPENDIX C—Continued 


STATEMENT OF ExPENnpITURES or MaAnitToBA For Fiscan YEAR ENDED APRIL 30, 1937 


Pin erect he pane camer sme ak Nee ahs 7 ae iether Ne eer ae eee atene aaa: Go rtel. mire hala $6,459,485 

UNG ETES bee pte wi ey em a en ee ak Ne ee, il Ft Cab tet giv ey $5,693,063 

Simin ge cin se nee tee Bene pee els ee ue Cun eee, BE Le 378,918 

Amortization Oldenbidiscount meen sin mice | 143,367 

Interestronatrust funds eeter verses oa yee wee en 113,145 

Indirect: debt.and other charges. 6. .c...5..<500bs 00nd seua. 130,992 

NWiiterottss, OF items catried:ineurrent account. ..2. 0.242 0) oes. ke oe eee be 642,014 
HGgig ALOR ease arte eee ere aged Ue | te Wa Sen tau ae gS ae ech a pote ea 173,926 
IESE CUULV Gs COUNCIL Pye i Gane nee Mare iit esos ete Mens Ain Aah ann UU iy ae PR ee an Oi acl ool nd 7. yah 159,154 
PREC AS EVa. pare tamer Meath Sar rs nn aes Wm neck ae UE cs Vk eee ier A LM ln EN K 125,818 
PSGy neta Secretary Greer es ea oe yes, Cen Lec KieN cabo d tn eR EL A see Mee earth an Ant tn te, PAS 22,404 
BidUcablonaeeee mye ee ee eee 6 eee ae Ceci eee on iy tt ant enme maL Oh, Fon ae ne i 1,730,319 

Hiducational oranit stern. oe Geer ela ee eae ie ree 1,384,430 

ENUIEG th Gieeee OA per ise ty ey cee cet aN epee ee, yl 345,889 
FAG aL LAT ES Or in ER ky IN Ray Set ete DR, Ye EVE cee Oe a I 205,468 
FWD OTOICOR GSE PSTIC Ree ek el TN yeh Sa Oy oN ents Ma oe REMI RRR 8 ee ee 673,978 
Healtheandepupiieweltamec ser -ts, 0 Bit Aare etre 7h Sere Tae Oa e MOM Sb Og en ee 2,058,929 

@huldtwelfiarer pare a4: cates ake oe oe Te or ou 531,451 

Mentalaimstititione sce Gece sao ee eee as Ee ee 670,034 

ospibalizatlo meee cae Aor oat cle Bes oye, hoe ausle etree oon eis nate ee 532,968 

ab ltegh call Gin prewer weed wey reece epee heer. Spee oe ae 208,686 

PAU OED Cre ee eee AIOE ee ace ors 7 AC Fs oo ee ee 115,790 
Mitnessande Natura lelsesOunces aes eae, cole teycush aern ry <A Wome eres recta, tn aE yee th tek BP ows ah eee 507,625 
Olde1e er DENSLON SR oar ep tent es Ante NR fected are ene Wea rata cee MOR ORS ts RNS | ic rns 683,364 

(PENSIONS ae eta ete red ar ee eee ey ans bal ene 659,631 

XCM IS ERS ELOTI A et ene eee ae Pan eet tees cs ce nae ee 23,7338 
Br bey WOT lcs cea ee en ea eee tee ae eee ne eo ee Ue ee ee nea nme Len aan ic uh iage GR ade 1,232,367 

Speciolzaldaorsmarkel roads mar anet aie teeeoci else tnn oe 139,316 

Maintenanceropshigh waysemrs gases ie ere ee ae 484,607 

Maintenance of mentalinstitutionse. cen eee oe 187,839 


All other expenditures, as for maintenance of public buildings, 
roads in mining areas, telephones, purchasing bureau, ete. .. 420,605 


NEU cipal om DIsslONeD Fett pew in We, spare tates cisiat pete Gar tS Galette debe te sk Alb du yane ch weetan 179,524 
Weston ite ee ewan as eis teas Fos on SPI is cbaco ie hots: Dh ali cao UREN: Somme A Rohe Tae ccSieye rene corel te 80,418 
GES cape MeN tera eR Ree SS ASE END SRAM ae erect, EMS ec. SLUNG Od DRO LO DT OIA OC $14,934,793 
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